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RESPONSIBILITY OF THE NATIONAL BANK IN THE 
PRESENT CRISIS 


The National Bank Act in some respects js the most important 
measure ever passed by any government on the subject of banking. 
If an Englishman were asked what has been the greatest banking 
law he would doubtless reply, “The Act of 1844.” But this act was 
simply regulatory and in amendment of former acts, putting an 
existing institution—the Bank of England—on a more efficient 
footing. The National Bank Act created a new national system— 
a system under which the dominant banking institutions of the 
western continent have been organized, a system embracing over 
four thousand five hundred individual banks and employing a capital 
of about $1,200,000,000.' This act, in other words, is one of such 
prominence in our legislation and in our thought about active busi- 
ness life that we lose sight of all others. We forget that there are 
in existence over forty state laws and state systems of banking 
under which quite as many banking houses at present exist. The 
national banks are a great centrally controlled, unified system of com- 
mercial credit, serving a nation in which commercial credit is more 
largely used than in any other quarter of the globe. 

One of the things necessary to commerce is a genuine, honest 
money, a money that will pass anywhere within the range of com- 
mercial enterprise. Under the state banking systems that existed 
prior to the passage of the National Bank Act, commercial bank cur- 
rency .was at once complex and unstable, in many cases worthless. 
We had all kinds of money, good, bad and indifferent. To over- 
come some of the disadvantages arising out of this state of things 
Mr. John Thompson, founder of the Chase National Bank, published 
The Bank Reporter, a monthly periodical showing the discounts at 
which the various kinds of bank notes that did not circulate at par 
were quoted. These lists filled each month a book of about one 
_ hundred pages. A merchant or a business house having a wide 
clientele would have to keep this key or guide constantly at hand 


1Stock capital, $701,990,554; surplus capital and undivided profits, $482,377,443; total, 
$1,184,367,007 (July 16, 1902). 
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as a basis for judgment in dealings with customers. A man from 
Ohio would go to New York and buy a bill of goods and offer a 
roll of Ohio bank bills in payment. The merchant would take out his 
Bank Reporter and find out whether the bank money offered was 
worth anything, if so, how much. Every bill offered was looked on 
in a skeptical sort of way, every note was viewed with suspicion. 
People were afraid of paper currency. The discounting of notes 
became a regularly established business. : 


Conditions Out of Which the National Bank Rose 


In the midst of the currency irregularities arising from the mul- 
tiplicity of systems upon which the country was thrown after the 
failure to recharter the second Bank of the United States came the 
Civil War. The Government failing to find a suitable bond market, 
issued greenbacks as a means of paying current expenses. In order 
to give these currency, they were made legal tender for the payment 
of debts. The result was to force all coin out of circulation and to 
reduce the reserves of banks—the commercial credit institutions— 
to a paper basis. Now, the unsteady and incongruous state bank 
systems were forced to build their credit superstructures on a paper 
foundation that rose and fell with the fortunes of the government. 
It was to correct the intolerable evils arising out of this state of 
the currency and at the same time to create a market for the long- 
time obligations (the bonds) of the Government that the National 
Bank Act was planned. 


Essential Features of the National Bank Act 

The essential features of the National Bank Act were drawn 
from the combined banking experience of over half a century before. 
They are as follows: 

1. The passage of a general law under which al! national banks 
must be incorporated, thus removing the obtaining of special business 
privilege from political influence and making the granting of charters 
a matter of administrative discretion. This method was first adopted 
in New York as the result of practices there which made the 
organization of banks and the granting of special charters a part of 
party spoils and involved the government in wholesale corruption. 
In 1820 this practice was corrected by constitutional amendment. 
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Responsibility of the National Bank in the Present Crisis 3 


2. The creation of a central bureau or department of govern- 
ment under the direction of a comptroller, whose duty it was to look 
into the character of subscribers, compliance with the bank act with 
reference to the prepayment of capital, the good faith of incorpora- 
tors, etc. This practice, originating in New England, was at first 
instituted by the banks themselves under the Suffolk system, for the 
protection of those conducting a legitimate business. It was 
directed against the evil practices of bank speculators and the organ- 
izers of institutions, the prime purpose of which was to impose on the 
public. 

3. A system of central examination and control conducted under 
the supervision of the comptroller as a means of determining whether 
the law was being complied with, thereby avoiding fraud and deceit 
on the part of those who attempted to subvert it. This also grew out 
of New England experience, where from the early part of the cen- 
tury banking had been placed on a firm specie-paying basis. Massa- 
chusetts has the honor of instituting central examination as a means 
of preventing wildcat banking. 

4. Uniformity of issues redeemable in government notes and 
secured by government bonds. 

5. A double liability clause which imposes on each stockholder 
financial responsibility for the bank in double the amount of his 
stock. This may be said to have been an original contribution made 
by the national bank system and has since been adopted by most 
of the states in framing their laws. 

6. A plan of clearing, or central redemption, of the notes of all 
of the banks in the system, thereby preventing inflation. 

7. The reserve requirement. By this all institutions in the 
system are compelled to keep a lawful money reserve for the redemp- 
tion of outstanding demand credit accounts or “deposits.” This fea- 
ture was appropriated from the Louisiana banking law. There 
had been several failures in the state following the panic of 1857. 
Efforts to prevent a repetition of banking “‘on wind” led to the 
requirement of a 25 per cent cash reserve. Following the example 
of Louisiana, Ohio introduced the reserve system but made a new 
contribution in the way of dividing the banks into two classes, which 
correspond to what are now known as “country banks” and “city 


reserve banks.” 
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Defects of the System 


In general the national bank has been eminently successful. It 
has given uniformity and stability to our banking currency and 
supplanted the unsatisfactory state bank issues. It has given to the 
public a sound and conservative basis for commercial credit and 
reclaimed business from the chaos surrounding it prior to its estab- 
lishment. In only two features has it shown weakness, (1) in its 
provision for issue, which at the time of framing was primarily based 
on the necessity for supporting the bond market, and (2) in the 
working of its reserve system in time of great financial pressure. 
It is these two features that have a special beariny on the impending 
crisis in Wall street, which, if averted, will only leave the system 
subject to a recurrence of the evil under similar conditions. Were 
these remedied, ours would be the most perfect banking system in the 
world. 

The chief peculiarity of a deposit system of banking is that the 
larger portion of deposits received is loaned. This is the agree- 
ment implied or expressed when deposits are made and the bank 
expects to fulfil the contract. Usually the receipts do not vary 
greatly from the daily payments, consequently under ordinary 
circumstances the obligation is not difficult to fulfil, but there are 
times when a sudden and unexpected demand is made for a large 
quantity of deposits; then the difficulty in complying is keenly felt. 
No permanent increase in the currency, however large, can bring 
relief, for business will naturally adjust itself to the larger volume 
and after this adjustment has been made the difficulty of responding 
to extraordinary demands of depositors will be as great as before. 
Nor do the usual modes of enlargement operate with the required 
speed. Plans for the increase of issues have been proposed which 
are practical, and one of these plans ought to be adopted without 
delay. Until this is done a heavy cloud must necessarily hang over 
the banking system. Not until a safe way is adopted for responding 
quickly to all extraordinary as well as ordinary demands of deposi- 
tors will banks ever feel easy in conducting their business. Let a 
bank be conducted with the utmost prudence, under present condi- 
tions, and an impending avalanche is always in sight. 

The other defect in the national banking system we find in the 
working of the reserve; this is one to which attention will be chiefly 
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drawn at this time. In the early days of the law the one principal 
objection to it was the amount of reserve required. The objectors 
said they knew better than the government how much reserve they 
ought to keep, and that it was an impertinence on its part to fix the 
amount for them. The objection came in truth from that large 
class of bankers who believe in lending to low-water mark, who do 
not hesitate to take the largest risks—in short, are animated with the 
desire to gain the largest profits, and, for the sake of gaining these, 
are willing to incur every danger of loss. Conservative bankers 
regarded both features of the law with much favor, and insisted on 
their retention. By the law, as originally drawn, each bank was to 
keep its own reserve, thus having it at complete command. Several 
modifications were suggested ; reduction of the amount was the most 
popular. Finally, it was proposed that the country banks, as they 
were called, should be permitted to keep a portion of their reserve 
with the banks in the larger cities—the compromise being taken from 
the banking law of Ohio. Thus modified, the reserve feature was 
made acceptable, and the system grew rapidly in favor. 

sy this plan Congress had provided for the organization of 
banks into three classes: the banks located in New York were 
designated as belonging to the first class, and were required to keep 
on hand a lawful money reserve of 25 per cent of their deposits. 
They were to be known as the “central reserve city banks.” Banks 
of the second class were also required to keep on hand 25 per cent of 
their deposits, but could confide the keeping of one-half of this 
amount to the banks in New York. The banks belonging to this 
class were called “reserve city banks ;” they were located in sixteen 
of the leading cities: Albany, Baltimore, Boston, Cincinnati, Chicago, 
Cleveland, Detroit, Louisville, Milwaukee, New Orleans, Philadel- 
phia, Pittsburg, Richmond, St. Louis, San Francisco and Washing- 
tion. Banks of the third class included all others and were required 
to keep a reserve equal to 15 per cent of their deposits. Of this 
sum the law required them to keep only 6 per cent at home, the 
remaining 9 per cent could be deposited with a national bank in a 
reserve city. These are commonly called “country banks.” Since 
the enactment of the law ten cities have been put in the reserve 
list, and Chicago and St. Louis have been transformed into “central 
reserve cities” like New York. 

All of the banks in the “reserve cities’ keep their reserve, as 
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permianed by law, with one or more banks in a central reserve 
city; while the “country banks’ keep their reserves in one or 
more banks in a “reserve” or “central reserve” city. If a 
country bank deposits this portion with a national bank in Phila- 
delphia, for example, the deposits of the Philadelphia bank are 
increased to a similar amount. One-fourth of this, or 25 per cent, 
must be kept on hand by the Philadelphia bank, but one-half of this 
amount, or one-eighth of the whole, may be deposited with a bank in 
a central reserve city. It follows therefore that the national banks 
in the three central reserve cities may, and generally do, keep one- 
half of the reserve of the national banks of the reserve cities, also 
the reserves of all the country banks that are deposited directly with 
them, and one-eighth of the reserve of country banks sent by them 
to the banks in the reserve cities outside the pale of the three central 
ones. What is the advantage of such a system of reserves? Why 
would a bank desire to send away, in other words to loan, a large 
part of its reserves? The answer is very simple. To earn profit. 
At home it could be put away in a vault for an emergency; it is by 
some looked upon as dead money. If dead, it is exercising a 
potent function, for, besides possessing the power to come into 
instant and powerful life, it may at all times be considered as the 


foundation of all outstanding credit and its existence, though unseen, 
exercises a strong conservative influence in preserving a healthy 


money market. 


How the Reserve is Diverted “a a 


What is done by the reserve keepers with the money sent to 
_ them? Do they put it away in their vaults until demanded by its 
owners? Far from this. Banks are not philanthropists, and do 
not profess to be. Pleased as some banks are to make a great show 
of deposits, not one of them would keep the reserve of another bank 
and be responsible for its loss, if it could not make some profitable 
use of the money thus confided to its keeping; in other words, could 
not lend it to advantage. But if it is lent, then it surely is not in 
the vaults of the bank. One cannot eat his cake and keep it too. 
Moreover, this reserve is not kept any longer than is necessary. The 
receiving bank has agreed to pay the sending bank something for the 
use of the money, it must therefore lose no time in lending it in 
order to earn the sum that must be paid, and also something beside 
[480] 
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Present Crisis 7 


as a profit for itself. There is nothing legally or morally wrong in 
such action ; the law implies that this is to be done; and the bankers, 
when yielding their submission to the law and organizing or re-or- 
ganizing their institutions as national banks, expected to use this 
portion of their reserve in the manner above described. The fault 
lies in the law and not in the bank. But what becomes of the funda- 
mental idea of a reserve when the money is not thus kept, but 
loaned out? It is a misuse of words to call this fund a reserve; 
it is a mockery ; and every banker engaged in national banking knows 
it. The reserve thus sent away and loaned is not a reserve in any 
true sense of the term; the bank has simply a record of the existence 
of the money; a few lines and figures in a ledger. The money 
itself is flying on the wings of speculation, no one knows where. 
To do this, we repeat, is legal, but the reserve is thereby 
destroyed. What, then, is the course of a receiving bank in lending 
the reserve of another bank committed to its care? As it has agreed 
to return the money on demand, in order to have the money at com- 
mand it is usually loaned at call. A bank by lending it in this 
manner is supposed to have full control of its money. How delusive 
this supposition is we shall now proceed to show. 


Sa - Why the Reserves May Not Be Had When Needed fh 


s These loans are made almost wholly to a single class of indi- 
viduals, speculators either directly or through their agents or brokers. 
Security usually is given in the way of listed stocks, with a margin 
for shrinkage, and if the loans are not paid when they are called, 
the stocks can be sent to the exchange where they are listed, and 
sold. Ifa surplus is left from the sale, this belongs to the borrower ; 
if there is a deficit, he is responsible therefor. This seems a very 
simple process of lending, but experience proves the process to be 
less simple occasionally for borrowers to fulfil their obligations, or 
for lenders to get back their money. In ordinary times if a bank 
in New York calls a loan and the borrower cannot conveniently pay, 
he negotiates a new loan on the same security with another bank 
and pays the money to the first lender. But if many loans are 
called by different banks the process is not so easy. A’s loan by the 
Arctic National Bank is called and he, suspecting no difficulty in 
negotiating another, goes to another bank for that purpose. He 
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there learns that it cannot lend to him because it is also calling loans, 
and has therefore no funds to lend. He is greatly surprised, after 
applying to several of them, to learn that all are doing the 
same thing; and the unwelcome discovery is made that he cannot 
obtain a loan from any one of the entire number. But cannot he sell 
his security and get the money from this source? Of course he can 
—in theory. In fact, he cannot. 

All the other borrowers whose loans have been called are in 
the same situation as A; all wish to negotiate loans, but not one of 
them can succeed any better. All are on the same plane; the man 
who has gilt-edged securities, as well as the man who has the most 
questionable ones. They cannot borrow for the reason that all the 
banks are calling loans; all want money. Why is it needed? Because 
the country banks have recalled their deposits. To this it is said 
that borrowers may sell their stock. But can they? The exchange is 
open, to be sure. But, in order to sell, there must be buyers. No 
one can buy when there are no funds available to pay for purchases. 
This is precisely the situation. The only course open is to borrow 
from outsiders. These, however, are depositors; and in making 
loans new demands are made on the banks for payment of 
deposits. This may again operate to reduce the reserves, which in 
turn forces them to “call.” The market instantly collapses because 
so many wish to sell collaterals, and so few are in condition to buy. 
There are persons enough to know that, at the prices offered, stocks 
are very low, and will surely advance, but they cannot buy because 
they have no funds and cannot borrow, except at exorbitant rates. 
The banks, usually most willing:and glad to lend, are suddenly pre- 
vented from lending because depositors are demanding their money. 
Loans, therefore, at such a time, are practically impossible. 

This is one of the peculiarities of call loans which render them 
so unsatisfactory; when one or a few country banks demand their 
balances, usually the cause leading to such action by them is general, 
and all the rest make a similar demand, and at nearly the same time. 
This is the reason why call loans based on listed securities are often 
but little more than call loans in name. Again, if the stocks are 
thrown on the market and sold, several serious consequences may 
follow. As their value has greatly depreciated, or will inevitably 
decline if this be done; the bank which proposes to do this may not 
get enough from the sale to pay the loan. Furthermore, the sacrifice 
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of the securities in this manner may imperil the borrower, or bank- 
rupt him, and thus in the end the bank will be a loser. Of course, 
it has a legal claim on the borrower for the unpaid balance of his 
loan; but this is a poor asset if, as a consequence of sacrificing his 
stock at a time when by reason of the peculiar condition of the 
market it has not brought half its real worth, he has been thrown 
into insolvency with perhaps little hope of ever recovering himself. 


Legitimate Business Made to Suffer for the Follies of Speculation 


What, then, can a bank do? It may, and generally does try to 
save the borrower at such times by not sacrificing his stock. But it 
must have money to pay the demands of the banks; from what 
sources, if any, can it be obtained? It cuts off its loans to others,— 
to those who are engaged in mercantile business, and as loans 
mature, the reservoir is filled and the funds thus obtained are sent to 
the banks in response to their demands. This is the modern mode 
of meeting the situation. The merchants and others who are the 
most worthy of assistance, who have done nothing to cause this 
trouble, are sacrificed to save the speculators. This is the exact 
truth and it is not pleasant to contemplate. A class of persons 
whom the banks are primarily organized to assist in the way of 
lending them the funds needful are sacrificed to save persons who 
are engaged ina business which the statutes and courts of almost 
every state condemn as unlawful. 

This difficulty is accentuated by the bank practice of sending 
additional funds at the dull season of the year, when they cannot 
be employed at home, to New York because the New York banking 
institutions find a market for them. How? Only in one way—by 
lending them to speculators. This is known well enough by the 
sending banks, but the desire of profit is so great that, notwith- 
standing the use which they know will be made of their deposits and 
the difficulty perhaps they will have in getting them back without 
squeezing to some extent the most deserving classes of borrowers, 
they are sent. The responsibility, however, is very largely with the 
receiving bank, for it is its constituency that gets squeezed and its 
solvency that is first threatened. Both sending bank and receiving 
bank act on the very narrow, though very common, principle of 
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enriching themselves regardless of the consequences to others or to 
the country generally. 


The Present New York Situation 


Such a situation is confronting the New York banks to-day. 


The country banks are demanding their balances as they have a right 
to do, and they must be paid. The banks have been calling their 
loans, and borrowers are frantic because they cannot renew them 
from some other source. The banks, to save them, are cutting off, 
to some extent, their loans to regular borrowers, the merchants and 
the like, and are calling on the Government to give them a fresh 
supply of money. The Secretary of the Treasury has come to the 
rescue and has poured into their depleted coffers the public funds. To 
give some excuse for asking this assistance from the Government the 
banks and their call-loan borrowers, the brokers especially, are 
putting forth the preposterous claim that the Government is largely 
to blame for this congested condition of the money market in New 
York, by withdrawing money from the ordinary channels of circula- 
tion and hoarding it in the Sub-Treasuries. Others, who ought to 
know better, believing this, loudly demand the abolition of the Sub- 
Treasury system, declaring that it is antiquated and only a disturber 
of the ordinary and natural flow of the circulation ; that it is a kind 
of gigantic fateful animal which sucks away the circulating medium, 
the life-blood of commerce, and then disgorges when it suits its own 
arbitrary purposes. 

There is a class of bankers, reinforced by the speculative class, 
who believe in putting into banking institutions every dollar of the 
public funds, because, as it is said, they can be more efficiently and 
profitably used. This is true with reference to the income and 
profits of the bank so long as no demand is made on the Government, 
and no extraordinary demand is made on the bank; but it does not 
follow in the long run, that this is the wisest use to make of all the 
public money. Of course, a nation should make the wisest use of its 
money; but the wisest use of a considerable portion of the money 
meditm, so many conservative bankers believe, consists in keeping 
it as a basis for credit. The conservative banker maintains that the 
largest profits are to be made by prudent lending and by always 
having on hand such a reserve as to insure the integrity of the 
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credit system. The adventurous banker would lend more freely, 
but takes greater risks. The entire question is concentrated in these 
two conceptions. Do the exigencies of banking or of business in 
general, call for keeping any considerable sum of money as a reserve ; 
if so, where shall it be kept and what exigencies will justify its use? 
The conservative banker believes that a reserve is needful, and that 
if it is not kept, monetary disturbances and financial failures will 
come, resulting in heavier losses to the banks than the loss of interest 
on the disused or reserve portion of the fund. 

The non-conservative banker is distressed in seeing any money 
around anywhere without having it out at interest and has undoubted 
faith that if every dollar were constantly employed in this way 
there would be no occasion for borrowing trouble concerning the 
future; that when the exigency comes a way will be found for 
encountering successfully the storm. So thought a New York bank 
president a few years ago and, acting on this belief, lent all of his 
reserves. As his bank was a state institution he was violating no 
law in thus conducting its business. When a storm broke in Wall 
Street—and the wisest cannot always foresee their approach—and the 
depositors in his bank made an unexpected demand for deposits, he 
applied to the clearing-house for relief. The clearing-house banks 
at once lent him ample funds and the danger of failure speedily 
passed away. Profiting nothing by this experience, after the storm 
was over, he went on in the old way, lending as freely as before. A 
year or two afterward there was another run on his bank and again 
he had the unblushing courage to apply to the clearing-house for 
relief. Probably he would not have done so had there been any 
other alternative than to close the bank doors and put out a notice, 
“Suspended.” Again the clearing-house gave prompt and effective 
relief. But when the danger had passed, the clearing-house through 
a proper committee took another step. They notified the directors 
of the bank that, if they did not retire their president and elect 
another possessing different conceptions of banking, the next time a 
run occurred on their bank no assistance by the clearing-house would 


be given. This warning was effective and the president who did 
not believe in having any disused non-profit money around, in making 
an investment of a few dollars in an umbrella for a rainy day, was 
promptly retired. 

It is true that this question is closely united with that of an 
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emergency currency. In other words, if a system were adopted of 
providing for an ample, safe and quick expansion of notes, there 
would indeed be less need of keeping a reserve. But under all cir- 
cumstances a reserve is necessary. bank notes are obligations of the 
same kind as open accounts. On demand they must be met. Not 
to keep a reserve is to attempt to build a house on the crater of an 
intermittent volcano, knowing that, at any time, it may burst with 
appalling effect. If the Government and the banks were short- 
sighted enough to put their entire resources into the stream of circu- 
lation, the speculator would indeed rejoice, for the invention of new 
scares to upset the market would be easier than before. In truth, 
this has been done more than once when the monetary supply was 
low, or could be made so by artifice. Draw out the last dollar from 
the reservoir and the speculator would incessantly proclaim the 
danger of a monetary drouth, and with this potent argument for 
breaking down prices would proceed with his accustomed cheerful- 
ness to the task. 

In truth, the present situation utterly overthrows the very asser- 
tion for which the non-believers in a reserve are contending. For 
why is the stock market in such a panicky condition? Simply 
because there is a lack of funds for the speculators to continue opera- 
tions. And why does this lack exist? Because the New York 
banks are required by outside banks and other depositors to pay 
their deposits, and the monetary reserve held by them is running 
low. The only way in which this state of things would be improved 
is by having a reserve to respond to this demand. If the reserve 
system were broken up, if the Government abolished its present 
system of keeping its own, there would be no reserve anywhere, 
either to fulfil the proper demands of the country banks or of the 
Government itself; the catastrophe of 1837 would be repeated. 


Attitude of the Government Towards the Reserve 


Tt is true that the mode of administering the bank reserve by 
the Government is open to fair criticism. The object of a reserve is 
to use it in unusual emergencies; the official conception has been too 
often that it must not be used at all. For, as soon as a bank is seen to 
be below the line, it is carefully watched and, if the deficit is not 
soon made good, it is notified that this must be done at an early date. 
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This is effected by cutting off new loans and as the old ones are paid 

; -filled. This is the usual process. It is indeed the 
duty of the government to watch the reserve barometer, but it does 
not follow that a bank should always keep its reserve full. Mr. 
- Knox, who for so many years filled efficiently the office of Comp- 


troller, told the writer that he thought the Government on many _ 


occasions had executed the law too rigidly, had not permitted the 
banks to use their reserve with enough freedom, and that, if this had 
been done, there would have been less excitement and fear of mone- 
tary trouble. But now, under the rigid and unbending execution of 
the law, when a bank reaches its reserve, it has practically nothing 
left, and this is one of the reasons for so much fear. If the banks 
- were permitted to dip more deeply into their reserve and keep it out 
for a longer period, always, of course, under the eye of the Comp- | 
troller, there would be less fear of financial distress ; demands would — 
be easily met and loans would be more freely made. A more 
~— jiberal administration of the law in this regard would yield immedi- 
ate relief. Furthermore, such a practice would be quite in harmony 
with the best foreign banking methods. The principal foreign — 
banks, like the Banks of England, Berlin and the Austro-Hungarian, 
keep large reserves. They realize their responsibility, understand 
- for what purpose a reserve should be kept. They therefore use their 
_ reserves more freely than the national banks, and with the desired — 
results. But their margin is a much larger one on which to operate. _ 
The reserves are used on unusual occasions and as soon as these pags 
away it is accumulated. This course our banks should be permitted, 
_ in my opinion, to follow, and so long as they did not abuse the 
_ privilege and use their reserve for ordinary profit, the Comptroller 
should not interfere with their action. 

So, too, the Government ought to be careful in not keeping 
out of circulation any unusual amount of money. The ordinary 
amount that is kept in the Sub-Treasuries does not affect in any way 
the usual course of business, because it is adjusted to the normal 
condition of things. But the locking up of any considerable excess, 
though this is done simply by receiving it as ordinary income and 
keeping it until needed to make regular payments, may disturb busi- 
ness by rendering the supply of money scarce. The financial head 
of the Government, though, has almost always realized the need of 
business in this regard and rarely has failed to turn more than the 
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excess into the channels of circulation. Consequently there is little 
room for criticism of his conduct in absorbing the revenues. = 


Disturbances Arising from Withdrawals of Individual Depositors 


Beside the disturbance that may arise from the action of the 
Government in diverting currency temporarily from the great stream, 
and the action of the country banks in withdrawing their deposits 
from the reserve centers, especially from New York, and thus dis- 
turbing the ordinary speculative demands, the money market is also 
affected somewhat by a class of depositors who, at times when money 
commands a high rate of interest, withdraw their deposits in order 
to use them more profitably. Thus a thrifty depositor who can 
make no use of his deposit himself or who perchance is looking 
forward to an evil day, puts it in a New York bank and receives 
2 or 3 per cent interest. After a few months perhaps the money 
market advances and commands 8 or 10 per cent. The depositor 
demands his money and the bank complies, though in doing so bor- 
rows perhaps at a rate which sweeps away all the profit from the use 
of the deposit, and in many cases far more; there is a heavy loss. 
Truly this is a pretty sharp business, on the part of a depositor; 
but if a bank is unlucky enough to be drawn into the net, it must pay 
for its folly. Unhappily, many banks are so eager for deposits they 
pay little regard to the ways of their owners, and consequently are 
sometimes caught in the manner above described. In truth, this 
type of depositor is more common than many imagine. <A bank that 
is caught by one of them does not advertise the exploit. Corpora- 
tions, too. are sometimes guilty of a similar practice. Learning that 
the rates of money have suddenly advanced they call for their bal- 
ances and for a short period turn bankers. These unusual demands 
for money disturb still more the normal course of banking, coming 
as they do, at the same time as the other unusual demands already. 
described. Yet all of them could be easily met by a bona fide reserve 
system and an effective method of expanding bank circulation. 

In this connection may be mentioned the charge that some of 
the New York banks manipulate or force a rise in the money market 
in order to enhance their profits. Secretary Shaw has stamped this 
charge as baseless, and surely it would be difficult to discover any 
proof. Nevertheless those who know most about the ways of Wall 
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Street believe that, at times, some of the banks which have numerous 
dealings with speculators make them pay dearly for their loans 
because the banks command the situation and think it worth while — 
ee - administer to them a lesson concerning the uncertainties and dis- 
pleasures of speculation, since in so doing the banks are acquiring 
- go much cold money profit for themselves. Indeed, if it were not 
- for the expectation of a very considerable rise in the rates during a 
part of the year, banks in many cases would be unwilling to pay the 
rates they do on deposits during the dull seasons. met. 


How to Remedy the Present Weakness in the Benbing System 


= What, then, is the remedy? If we are right in the above exposi- 
os tion, the remedy is very simple. First, every national bank should 
a keep its own reserve. It is, as we have said, a mere cavil for a bank 
to lend part of its reserve to another, which is loaned out by the 
receiver, every dollar, spread on the wide sea of circulation, and still 
call it reserve. This farce should be immediately ended. Every 
_ bank should keep its reserve in its own vaults, and if 25 per cent or 
15 per cent is more than ought to be kept, the amount should be 
_ diminished. Perhaps if a country bank kept 10 or 12 per cent it | 
would be sufficient ; perhaps a bank in a reserve city would be justi- 
fied in keeping not more than 1 5 per cent. Whatever the amount, 
every dollar should be kept at home, and then it would be a bona fide | 
reserve. 
tanks, other corporations and large business concerns keep — 
accounts in New York for the purpose of drawing upon them, and 
this of course is in harmony with the most approved modes of doing 
- business. A bank customer living in Oshkosh, Wis., desires a draft 
a a bank in New York. His bank can readily accommodate him 
and this is a real service. Banks ought not to be fettered in any way 
from keeping deposits elsewhere as a basis of such business. But 
the amount thus kept away from home should be no larger than is 
needful to conduct ordinary exchange operations. This fund often 
accumulates from collections. A bank in St. Louis has an arrange- 
ment with a bank in New York to collect all checks sent to it by the 
other, and settlements are made weekly or as often as they may agree. 
This is one of the ways in which banks come into the possession of 
money belonging to other banks. Of course, this business is proper 
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in every regard. What forms just ground for criticism is the send- 
ing or leaving money in the great speculative centers which both 
keeper and owner know will be used in speculative operations. 

This should not be permitted for several reasons. First, the law 
under which the banks are organized did not contemplate or intend 
that such use would be made of bank funds. The earlier Comp- 
trollers of the Currency condemned in their annual reports this 
practice strongly until they lost hope of stirring any bank by their 
admonitions. The law, they declared, was plain and that it was a 
direct violation both of its letter and spirit to use their funds in this 
manner. The second objection to using the reserve and other 
deposits sent by outside banks we have already described. The 
country is treated to an annual financial scare, of uncertain duration 
and intensity. For, let us remember, as soon as the balances thus 
accumulating in the great speculative centers can be better used else- 
where, they are drawn away and the central banks, knowing and 
expecting this will be done, use them largely in one way—lend them 
to speculators on call. It is true that the high rates to which money 
rises tend to correct in some degree the evil, for it tends to keep these 
balances in the speculative centers instead of recalling them. In time 
this increase is reflected and the rates of money are raised everywhere 
to the advantage, it may be, of the banks, but to the injury of the 
great business interests which have been as innocent of causing this 
condition of things as if the disturbance had taken place among the 
inhabitants of the moon. In other words, the banks, by accumulat- 
ing their balances in New York banks especially and by putting their 
balances, through the agency of these, into the possession and con- 
trol of speculators, create almost annually a monetary crisis of longer 
or shorter length and intensity. The banks are entirely responsible 
for it, and in many cases unwittingly or otherwise profit thereby. 
Ought they to be permitted to continue these costly occurrences to 
business unchecked ? 

There was a time when banks were forbidden to pay interest on 
deposits, because experience had proved, so legislatures thought, 
that, if it was paid, banks would be more anxious to make loans and 
would run larger risks in making them in order to earn the interest 
they had promised to pay. Indeed, this principle was regarded so 
essential to good banking that the restriction was put on the statute 
book of many states, and still remains unrepealed. If there be any 
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Responsibility of the National Bank in the Present Crisis 17 
virtue in this law, can there be anything more contradictory than to 
permit a bank to pay interest on a reserve fund, knowing that, if this 
is done, the bank will surely lend the money in order to earn the 
interest it has agreed to pay? The permission to pay interest on a 
reserve to the sender implies that the receiver will lend it, otherwise 
he would not have the slightest wish to receive it or be willing to: 
pay interest thereon. But some states, while still forbidding banks 
to pay interest on general deposits, permit them to pay on a reserve 
that may be received, thus clearly recognizing their expectation that 
the receiving bank will lend the reserve and dissipate it wholly by 
mingling it in the great volume of circulation. Apply the same rule 
tu the banks which they have so ofen applied by law, or by their 
own volition, to their own customers—pay no interest to any bank for 
the use of its deposits. This would effect a speedy and radical cure. 
For, if a bank were forbidden to receive any interests on its deposits 
with another bank, it would keep no larger amount with it than its 
business required. The remainder would be called home for use or 
safe-keeping. 

An objector may say, “You are undertaking too much; man is 
by nature a gambler, and, on the whole, gambling in stocks, lamen- 
table as it may be, is the least harmful of any kind of gambling.” 
This is doubtless true. But, we maintain, just as the Comptrollers 
have always maintained, and the courts and all thoughtful law-abid- 
ing individuals generally, that the banks, public institutions created 
by the Government and for the general good, ought not to be per- 
verted to the uses of speculation. It is a known and deliberate vio- 
lation of law; and it is sad indeed that a practice which has a strong 
legal condemnation should be so strongly aided and assisted by an 
agency of the Government itself. If individuals choose to speculate, 
that is their own affair; it is quite another thing for a governmental 
agency to aid them in doing what the law condemns. Again, it will 
be said, if banks cannot get any interest on the use of their deposits, 
none or only small amounts will be kept in the banks in the larger 
places, and customers will be obliged to pay more for their exchange, 
as the banks will have no fund on which they can draw; or at all 
events will charge for the accommodation. This matter will take 
care of itself. If it is for the interest of banks to charge their custo- 
mers for exchange, they will do it; otherwise not; each transaction 5 
must stand for itself. If a customer keeps a good balance from a. 2" 
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which the bank derives a handsome profit, it will be slow to charge 
him for a draft; if he is a stranger, or his account is not worth any- 
thing or but little, the bank will, and ought to charge him for his 
draft. There is nothing therefore in this objection. The business 
would adapt itself to the new conditions, were they to arise. 

We will close with a brief summary. First, the monetary 
stringency which has occurred almost annually in the United States 
for many years, and is felt with greater intensity in New York than 
in any other place, is caused almost entirely by the action of the 
banks themselves. 

Secondly, if the speculators alone suffered it would not be 
worth the effort of anyone to improve the situation. 

Thirdly, the mercantile interests are the principal. sufferers; 
some vears they suffer greatly and it is not just that this class should 
suffer for the wrongdoing of others. 

Fourthly, a partial remedy is to require the national banks to 


keep their reserves at home, where they will serve as a true reserve. 
Fifthly, as a discouragement to country banks which persist in 

sending or keeping other resources in the larger cities in dull times, 

especially in New York, knowing they can or will be used chiefly 


for speculative purposes, they should be forbidden to receive any 
interest on them. 

“ Sixthly, ancillary to the reserve required by law, an emergency 
currency should be provided, for the reason that if every bank 
kept its entire resources at home and loaned them with the utmost 
prudence, they would not be at instant command. No reserve, how- 
ever large, is a complete safeguard against the action of depositors or 
would be complete unless it equaled the entire deposits, and this 
would be an absurdity. An emergency currency, therefore, which 
can be put into momentary use—and at the same time one that is safe, 
satisfying depositors and all subsequent receivers—is the only effec- 
tive remedy for extraordinary money demands. Were this provided, 
the very knowledge of its existence would be enough to prevent many 
of the monetary disturbances which occur. At present our banking 
system is ruinously defective. Provide an emergency currency and 
correct the mode of keeping the reserve, and our banking system will 
be more efficient than any other in the world. 
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IS THE UNITED STATES TREASURY RESPONSIBLE FOR am 
THE PRESENT MONETARY DISTURBANCE? 


During the depression (1893-1896) an empty Treasury 
pointed to by leading financiers and public journals as the great gulf A 
that stood between the American people and “sound currency. ail =e 
To-day, six years later, tlese same financiers and journalists are — me 
pointing to a Treasury “filled with gold” as the cause of the present — 
financial disturbance and as the portender of national calamity. 
“Through the operation of law,” says one prominent in financial 
circles, “the Sub-Treasury is piling up needless amounts of gold 
and withdrawing from the banks currency to the embarrassment o 
business everywhere.” ‘The vast sums locked up and kept out o 


circulation!’ This is the central thought in notes of warning. The | 
~ 


apecagege of the Treasury sets forth his alarm in Government docu- 

ments; directors of banks and managers of counting-houses give 

expression to fear by interview and public address; oracular utter-_ 
ances of men of affairs are reiterated in editorial comment, enjoin- 
ing the people of the United States that new legislation is needed 


to give circulation to the millions “hoarded by the Government.” 


Among the remedies suggested are: (1) greater power on the 
_ part of the Secretary to receive listed stocks and bonds as security 
_ for Government deposits; (2) the abolition of the Sub-Treasury 


system (3) the substitution of the entire money functions of the + 


Treasury by a system of private banking. As representing the last 
_ view we have the plan proposed by President Hirsh of the State 

_ Bankers’ Association of Pennsylvania in his annual address before pat 
the recent meeting held at Philadelphia. Ex-Comptroller Eckels _ 
joins with Mr. Hirsh in this general view and in addition would _ 
have the financial bees ers of the Government reduced to those pro- 


"Ae | in the banks and disbursed them.’ All of the 


‘ All the Government financial operations, whether they be receipts or expenditures, 
- should be carried on through the banks, on the same basis as the vast operations of the net i 
a ordinary business. The Government needs neither a strong nor a working balance wholly 
disproportionate to its daily operations.” Mr. Eckels would have the Sub-Treasury abolished. — 
_ Secretary Shaw's recent action in construing his power to extend to the acceptance of listed — 
securities as collateral for Government deposits is quite generally lauded by banks and finan- F 


cial houses. 
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remedies suggest that “the vast sums at present stored away 

Washington” shall be placed at the disposal of private banks 

order that they “may be used by the community in business enter- 
prise.” Before accepting these conclusions, common prudence 
would suggest that we inquire into the premises on which they are 
based. Before the public is asked to adopt these proposals as reme- 
dies for present evils, inquiry should be made as to the effect of 
removal of reserves of government on the money system now sup- 
ported by them. In conclusion it should be known (1) what is the 
malady with which the financial world is afflicted and (2) if changes 
in the system are to be made, then what are the conditions necessary 


4 


Se What is the Amount of the Government “Hoard?” , 


The whole propaganda directed toward currency revision and 
the abolition of the monetary functions exercised by the Treasury is 
based on the data obtained from the published’ reports of the Secre- 
tary of the Treasury. A financial exhibit of available resources and 
demand liabilities is reproduced on page 21 following. 

Without going into the question as to whether the entry “avail- 
able cash balance $209,491,500” is a result which may be safely used 
as a basis for argument ; without considering whether or not “United 
States Notes,” in the vaults of the Treasury may properly be stated 
as an asset of the Government; without inquiry into the practice of 
counting both the “certificates” of deposit, and the “gold” deposit 
against which certificates are issued, on the same side of the balance 
sheet ; without questioning the valuation of “silver” as equal to the 
face of the coins on which the stamp of the Government is placed, 
making them an obligation to pay gold; without even taking excep- 
tion to a statement of available assets and demand liabilities in 
which are omitted all of the demand liabilities arising out of the 
obligations of the Government to meet its promises to redeem credit 
moneys outstanding,—except those included in the statement of 
Trust Funds; in other words, for the time being not questioning the 
correctness of the statement of free balance in the Treasury, we 
first pass to a consideration of the amount of gold “hoarded” by 
the Government—the implied object of present attack. ~~ ; 
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According to the published report above set forth, the gold in 


the Treasury is as follows: 


Trust funds for redemption of certificates $359,390,089 
Reserve in the department of redemption 150,000,000 
Gold in the general fund 61,912,543 


$571,302,632 


The first item, $359,390,089, is stated as a Trust Fund. This 
amount of gold coin is not the property of the Government. It is a 
special deposit and belongs to the holders of “certificates” issued. 
The Government has no rights with reference to the “coin,” other 
than to hold it, as a custodian, subject to the demands of owners, 
From considerations of economy to the business world, and at the 
instance and request of the banks (to save them the cost of keeping 
and handling gold), the Government has seen fit to offer to holders 
of “coin” the privilege of depositing it in trust, and to allow the 
“certificates” to be used as a more convenient form of currency. 
Leaving out of account, therefore, the gold which the Government 
does not own and over which it has no control other than as keeper 
or bailee for the owner, the total amount of gold in the Treasury is 
reduced to the two items remaining. 


a GN ¥ Is the Gold in the Treasury Unused? 


The conclusions which have been reached and which have been 
used for the purpose of further argument are: “that the gold which 
is amassed at Washington is id/e money; that the accumulation of 
a surplus there has contracted the circulating medium; and that this 
has forced the banks to withdraw their support from legitimate 
enterprise.” In the first place, let us consider whether or not the 
gold of the Government is “unused” or “idle funds.’” What is the 
work of the $150,000,000 reserve? Directly it has to keep in circu- 
lation $346,681,016° of United States notes. These in turn support 
$358,984,184* of bank notes.’ There are outstanding $447,445.542* 
silver certificates and $28,638,585 Treasury notes of 1890‘, which 
are intermediately payable in gold. The silver obligations are pri- 
marily payable in silver, to be sure, but under the law of 1900, pledg- 


8 Monthly Summary (August, 1902) p. 487 
4 Tbid., p. 480 
§ The bank note is payable in legal tender, and lega: tender is payable in gold. 
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ing the Government to the support of the gold standard, silver 
dollars are in turn promises of the Government to pay gold. The | 


i 


poe Government, therefore, has not only to support the outstanding _ 

silver certificates and Treasury notes of 1890 but it must also stand 

ready to redeem outstanding silver coins amounting to $158,399,962.* 

_ For like reason all the outstanding fractional currency, $6,873, 323, 
and minor coins, about $33,000,000° are a charge on the gold © 
3 reserve. Assuming that the legal reserve stands sponsor for these 
_ demand obligations arising out of the currency, a representation of 


the “use” of the $150,000,000 of gold would be as follows: 


RESERVE IN REDEMPTION DEP’T. OUTSTANDING LIABILITIES. 


National bank notes... 358,984,184 
Silver certificates... 
Treasury notes (1890) 
Silver coins outstand- 

ing redeemable in 


- $150, 000,000 gold . 
Fractional currency .. 
| Minor coins redeem- 
able in gold, about. . 


Total 


From the above it appears that the $150,000,000 in the Treasury ; 
‘maintains in circulation at a par with gold about $1,375,748,575 of 
credit currency which takes its place in the business world and is 
_ sought for in preference to gold itself. 
The $61,912,543 of gold in the “General Fund” alone remains 
to be considered. To this may be added the $52,745,150 in the Trust 
‘Fund represented by the “gold certificates” in the General Fund. — 
Has this any work to do? During the year the Government incurs 
_ demand liabilities for current expenses amounting to about $500,- 
000,000. This must be met, and those holding claims against the 
il aaaanaes have a right to demand gold. In the first place, there- | 


® Report of Director of Mint, 1901. 
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fore, the $114,657,693 which may properly be considered as “gold” 
in the general fund is held as a 10 per cent reserve against current 
expenses of government. When exigencies arise, when current 
expenses are increased or revenues decline, when for any reason the 
gold income of the Government falls off or demands are enlarged, 
the gold supply begins to disappear. The disappearance of gold 
from the general fund is always a cause for anxiety; when it begins 
to approach exhaustion, an impairment of the $150,000,000 reserve 
is threatened; as a result, public confidence in the whole currency 
system begins to waver and the credit base, both public and private, 
is brought into peril. The dire results of the disappearance of the 
margin and of failure to protect the reserve, is still held too vividly 
in mind, the dark days of 1893 still form too sombre a_ back- 
* ground for us to lose sight of the picture. The gold in the General 
Fund, therefore, not only serves as a guaranty of obligations arising 
out of current expenses but it stands as a buffer or outer wall to the 
currency reserve—a second support to the immense superstructure 
of credit which it is the duty of the Treasury to protect, and which 
serves us with $1,375,748,575 of credit money “as good as gold” 
with the actual use of only $264,657,693 worth of the yellow 
metal. Leaving out of account the legal limit and considering as a 
reserve for the support of outstanding credit currency, all of the 
gold in the Treasury that is owned by the Government, it is found 
that a reserve of only about 18 per cent is held against the currency 
demand obligations that may be brought to bear on the Treasury. 

The work of the gold in the Treasury, however, has not yet 
been accounted for. These various forms of money are allowed to 
be held and to be counted as reserve for the payment of deposits in 
the national banks; they are also, in fact, held as reserves for like 
purpose by all financial companies receiving deposits. The total 
deposits of such institutions in tg01 were as follows: 


Deposits of Commercial Credit Institutions in the United States™ 
National bank deposits $3,035,662,506 
State bank deposits 1,610,502,246 
Loan and trust company deposits 1,271,081,174 _ 
Private bank deposits 118,621,903 
Savings bank deposits 2,517,590,530 


7 See Report of Comptroller of the Currency. roor. 
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The credit obligations or “loans’’ held by these institutions 
are even larger. $8,553,467,3605 of the current commercia! credit 
obligations of financial companies, any portion of which might be 
brought to bear on the Treasury of the United States, must be added 
to the direct burdens of the currency. Making a deduction of the 
credit money held by the banks themselves as reserves, the amount 
of current funds for which the gold in the Treasury is responsible 
will be something like $9,500,000,000. In other words the actual 
gold in the Treasury is only about 2.8 per cent of the current gold- 
bearing obligations extant. Its work is not yet accounted for; this 
is only the support given to different forms of current funds—cur- 
rent media of exchange. Besides this we must take into account the 
immense demand and time credits dependent on current funds 
for means of payment. The banks alone hold about $10,000,- 
000,000 of credit obligations. All told it is thought that there are 
outstanding not less than $40,000,000,000 of credit that must be 
met by the media supported by the Government. (To say that the 
gold in the Treasury is not used; to complain that foo much gold is 
there locked up, is like constructing a church, using the steeple for 
a base, and then complaining because so much material had been 
wasted in the foundation.) The only protection that the Treasury 
has in time of extraordinary gold demand is found in the coin of 
_ that character in the vaults of the banks or in general circulation, 
_ which tends to supply outside needs without invoking the support of 
the Treasury. This, we may say, is our currency situation. This is 
the system of current funds with which we, as a nation, are doing 
business. This is the gold “hoard” in the Treasury that is being 
made the first premise of an argument directed toward the with- 
_ drawal of the very foundation ofthe whole money and credit system 
—toward the weakening of the base of a credit structure, an impair- 
ment of which might cause the card house in which we live to 
tumble about our ears. 


Has the Circulating Medium of the United States Been Reduced: 


The claim is made by the opponents of the present Treasury 
system that the circulating medium—the currency—of the United 


States has been reduced by having it withdrawn from circulation and 
_ locked up in the Treasury. An inquiry into the justice of such a 


criticism necessarily takes two forms. In the first place, has the 
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money circulation been reduced? In the second place, has the 
deposit or commercial credit currency been restricted by virtue of 


the accumulation of gold in our Treasury during the past few years? 


The first query is answered by the Bureau of Statistics, a represen- 
tation of which is made below. 


Increase in Money in Circulation a 


December $1,980,398,170 May 2,184,576,890 
1900—January ........ 2,003,149,355 June 2,177,266,280 
February 2,002,931,791 | July 2,189,567,149 
March 2,021,274,506 August 2,197,789,824 
2,060,525.463 September 2,227,188,491 
2,074,687,871 October 2,246,300,542 
June ........... 2,062,425.496 November ..... 2,250,256,230 
July 2,087,353,408 December 2,250,627,990 
August 2,096,683,042 | 1902—January 2,259,051,709 
September .....  2,113,294,083 February ...... 3,909,259 
October 2,139,181,412 March 
November 2,158,761,367 | 
December 2,173,251,879 | 2,254,415,075 
1901—January 2,190,780,213 June ........... 2,246,529,412 
February 2,190,609,144 July ........... 2,260,606,137 
March 2,187,243,580 August 2,204,932,945 
April ..........  2,195,304,235 


- 


J 


The Comptroller of the Treasury in his Report on the deposits, 
loans and discounts of national banks (see page 27) is quite as signi- 
ficant with reference to the second. 

Such was the record of loans and discounts of banks during the 
time that the Treasury was amassing its enormous reserve com- 
plained of. Instead of there being a steady contraction the expan- 
sion of commercial accommodation was marked, both in the circulat- 
ing money and in bank loans. But these showings do not indicate 
the real importance of a sound and stable currency maintained by 
the accumulation of reserves and the guaranty of redemption of the 
credit currency which is found in the Treasury system. This may 
be put in the clearest light if the question is asked: What wou!d be 
the effect on the credit-money and on the commercial currency of 
the United States if these reserves were not protected—if there were 
the slightest question raised as to the ability of the Government to 
maintain reserves sufficient to support the enormous credit imposed ? 
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; of National Banks from 1897 to 1902 (In Millions 
of Dollars) ® 


Loans and Dis- 

Loans and Discounts of National Banks | Loans and Discounts of Clear- } counts of Banks 
of the United States. ing House Banks of New York.| Outside of New 

York. 


1897—March 9 
May 14 


July 23 
a October 5 


December 15 


1898—February 18 
May 5 
July 14 
September 20  2,155,9 
December ... 2,214.3 


1899—February 4 ....  2,299,0 | 
April 5 
June jo ....... 2,492,2 
September 2,496,7 
December 2 ... 2,479,8 


ot O 
ou ts 


1900—February 13...  2,481,5 7 1,760,8 
April 26 2,566,0 1,791,5 
June 29 . 2,623,5 : , 1,815,1 
September 5 ... 2,686,7 1,867,9 
December 13... 2,706,5 1,913,8 


1901—February 5 .... 2,814,3 71, 1,942,5 
April 24 2,9Q11,5 384, 2,027,1 

July 15 ....... 8 2,088,5 

September 30 ..  3,018,6 2,151,0 
December 10 .. 3,038,2 2,156,7 


. 3,128,6 2,191,9 
April 30 3,172,7 | May : 2,268,6 
July 16 2,318,5 
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What is the Malady with which the Financial World is at Present 
Afflicted? 


It is affirmed by Mr. Eckels that the Government is to blame 
for the present financial situation. ‘The evil of the present condi- 
tion is in a large measure chargeable to the Government itself. It is 
not the fault of the man of affairs, whether he be a merchant or a 
manufacturer, nor that of the banker, nor even the speculator in 
stock on the Exchange.” It is just here that serious question might 
again be raised—issue may again be joined with Mr. Eckels and 
all those who, for similar reasoning, have reached like conclusion. 
An “analysis of the situation,” such as he recommends, discloses the 
fact that the present monetary tension is in Wall street, and one 
in which both banker and speculator are involved—we may say one 
for which they are largely responsible. Those who are at this time 
pointing to the Treasury as the pitfall in the path of prosperity are 
not only overlooking the present practice of banks in the manage- 
ment of their reserves and the relation of the banks of New York to 
the enormous speculation going on in that city, to which the banks 
are lending chief financial support, but they are also losing sight 
of the past history of the reserve system in every financial crisis since 
its inauguration. They point to the few millions of excess of reve- 
nue over disbursements of government as the leading cause of dis- 
turbance, overlooking the fact that during this period the increase in 
Government deposits has been greater than the amount of this 
excess. They point to the withdrawal of funds from New York 
to the country, but neglect to mention that the New York banks have 
voluntarily incurred this liability and have failed to make the neces- 
sary provision for meeting it. They suggest that this is an unusual 
or extraordinary demand on their reserves, but do not charge them- 
selves with the knowledge that the country banks each year, and 
about this time, are expected to make use of their reserves. In none 
of the many addresses and editorials current is anything said calling 
attention to the practice of banks under the present reserve system— 
the practice on the part of country banks of loaning all but 6 per cent 
of their legal reserves to “reserve city’’ banks; of the practice of the 
“reserve city” banks of loaning all but 12 1-2 per cent of their reserve 
to the “central reserve city” banks, and still computing these loans 
as a part of their cash. It is not hinted that these so-called reserves 
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of other banks, held in New York, are again loaned to specuiators 
for the purpose of giving support to margin dealing. Yet the fact > 
~ remains within the knowledge of all that in every financial strain 
since the foundation of the present reserve system there has been a 
repetition of the situation which now confronts us and which in the 
end has in each case reacted on the business interests of the country. 
The only difference is that many of the leading banking institutions 
of New York are at present controlled by the promoters and under- 
writers of speculative enterprise. 
The financial death-trap with which we as a people are playing 
is seen in clearest outline by analysis of the Comptroller’s report.® 
‘ From this it appears that on September 30, 1901, the banks of “Cen- 
tral Reserve Cities” (banks of the Class I) owed to all other 
a banks, as reserve agents, $368,400,000, of which amount 
$252,400,000 was due from the banks of New York. The amount 
dee to “Reserve City Banks” (banks of Class II) was only $168,- 
700,000. This leaves a balance of $199,700,000. The location of 
rights to this balance is made quite clear. If it is not owing to 
“Reserve City Banks” then it must be owing to the “Country banks.” 
That is, Class I owes $199,700,000 directly to Class III without the 
intervention of Class II. If we cstimate the amount of the reserve 


demands on New York, in proportion to its holdings, the showing 
would be approximately as follows: 


Reserves of Other Banks Loaned’ to New York 
By country banks (Class I) 
By reserve city banks (Class II) 5,000, a tga 
This, somewhat intensified, is the situation at the present time. — ney 
From the above showing is made clear the reason for the present _ ae 
money tension in New York. A demand for reserves is a demand Pot 
for money—not a demand for credit exchange. It isa demand for 
liquidation of credit by payment of money. When the “country 
banks” or the “reserve city banks” or St. Louis and Chicago (the 
other “central reserve city banks”) find that they can sell enough of 
their credit to advantage, to require the presence of more money in 
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their own vaults, they call on their New York agents to send home 
the amount of money needed. The money demands from the twenty- 
nine “reserve city banks” for which New York must meet if required, 
was $115,000,000 and the amount of “country” money reserves for 
which New York must go to the money market if requested was 
$135,000,000. If, perchance, it happens, as is the present case, 
demands come in from National Banks from all parts of the country 
at the same time, New York may be asked to find $250,000,000 
“on call.” 

But this is not the only snare that the New York banks and 
their financial customers have laid for themselves. In addition to 
the demand money obligations that the New York banks have 
assumed in the form of “reserves” of other national banks, they have 
become the central depositories of State banks, and Loan and Trust 
Companies. To the former class New York owed $73,400,000 and 
to the latter $99,100,000. Thus to the $250,000,000 of money 
demands from National Banks about $172,500,000 may be added. 
In short, on September 30, 1901, the New York banks stood in the 
unenviable position of having to deliver over $422,500,000 of money 
on demand—or to put the New York situation in terms of specula- 
tion, the banks have made a “short sale” of $422,500,000 of money 
to other financial institutions, to the delivery of which these institu- 
tions look for reserves. The other “reserve city banks” add to this 
more than $200,000,000 more of reserve demands. 

The banks attempt to justify such practice by a system of “call 
loans.” It is claimed that, when the reserves are loaned ,“‘on call,” they 
are available at any time they may be needed; and by putting out the 
reserves in this way so much more money is put into circulation 
which otherwise would be locked up and remain unused. There are 
at present over $300,000,000 loaned by the banks of New York “on 
call,” and quite as much more in the other twenty-eight reserve cities 
of the country—about $600.000,000 of loans “on call.” If these 
loans are “available” for the purpose of maintaining the reserve, 
then why do the banks in distress appeal to the Secretary of the 
Treasury to come to their aid and send over a few millions to tide 
over a strain? It is a known fact that a large part of these are on 
“margin” speculation. The listed price of collaterals held against 
such loans is only about 10 per cent in excess of the loans. With 
low-priced stocks 20 per cent is taken. To “call” these loans would 
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break the market and force the banks to take collaterals which, if 
sold, would leave a deficit. In other words, by this system banks 
and speculators are on such occasions bound together hand and 
foot. To break the market would break the very foundation on 
which both stand. To bankrupt the speculator would drag down 
the bank—would probably bankrupt it also. 


Will the Remedies Proposed Prove Effective? rer 


The remedy most commonly proposed is that the Government 
should deposit its revenues and reserves with the commercial banks. 
While retaining the present system of bank reserves will this remedy 
prove effective? The increase in deposits of the Government in the 
national banks is shown by the following table taken from the last 
Report of the Treasurer: 


Deposits of the United States Treasury in the National Banks ie ~~ 


DATE. Amount. Date. Amount. 
1898, August $16,661,579 | 1901, August $103,035,834 
1899. August 80,888,712 1902, August 126,152,991 
1900, August. . 96,064,261 | 1902, October 133,932,197 


From the foregoing one conclusion is certain—that there has 
been an ever-increasing fund poured into the banks by the Govern- 
ment. Within six years the deposits of the Treasury have been 
increased from $16,600,000 to* $134,000,000. Instead of easing 
the money market speculation has increased even more rapidly. 
With each strain in Wall street the Treasury has come to its relief. 
This has temporarily eased the situation, but when the strain was 
past, the Government deposits remaining, instead of the banks adjust- 
ing credit on a basis to avoid future difficulties by forcing specula- 
tion to liquidation, this new and enlarged basis of credit has been 
used as a broader foundation on which to rear a new and more 
dangerous superstructure. New credit capital has been supplied to 
carry still larger speculative deals and syndicates, for the under- 
writing of issues in companies that promoters would have absorbed 
by the public. Even in the present crisis enormous syndicate-hold- 
ings are waiting only to unload before undertaking projects of still 
greater magnitude. Washed-sales, professional buying, every device 
known to the craft, is employed to keep the market from breaking 
till the inside get out from under. Then, money being easier on this 
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new capital turned over by the Government, speculators will be 
_ ready for another plunge so long as the banks will take their securi- 
ties as a basis for credit. The extent to which the banks have 
increased their support to speculation may be noted from the follow- 


ing: 


“Call Loans” on Collaterals by the National | ‘‘Call Loans” on Collaterals by the National q 
Banks of New York. anks of 20 “Reserve Cities.”’ 


1897, October 5 $145,012,501 | 1897, October 5 $100,593,855 
1898, September 20 .. 170,224,464 | 1898, September 20... 112,315,767 
1899, September 7.... 228,081,518 | 1899, September7.... 189,009,000 
1900, September 5.... 254,624,961 | 1900, September 5.... 178,497,480 
1901, September jo... 271,088,313 | 1901, September 30... 213,769,127 
1902, September 1.... ''313,000,000 | 1902, September1.... ''225,000,000 


Though the loans of like nature for both the other “central 
reserve cities” (Chicago and St. Louis) are only about one-seventh 
as large as those for New York, the same percentage of increase 
may be observed. What might we expect if the Sub-Treasuries 
were abolished and all the reserves and money resources of the Gov- 
ernment were deposited in the banks? The banks certainly would 
not keep them. Our commercial craft can scarcely ride the present | 
sea; to increase the flood could got do more than make it more 
dangerous. The effect would be like that in Jackson’s time when 
he turned the reserves of the Government into commercial channels. 
Speculation was already dangerous. Instead of permanently increas- 
ing the circulating medium, by withdrawing the credit foundation, 
the whole structure fell and the available currency became so far 
constricted that the public was reduced to the necessity of doing 
business with private-issues or “shin-plasters” as they came to be 
called. At present the reserves of the Government are serving a 
double purpose: (1) maintaining a credit circulation far larger than 
the banks could maintain with safety, and (2) coming to the relief 
of private credit institutions in time of financial strain. In their 
efforts to uphold the market the banks cast about for some means 
of support adequate to the emergency. Beholding the ample funds 
of the Government they say “Give us these and our credit will be 


1 Report of Comptroller, roor. 
1 Statement taken from current financial news. 
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saved.” But abolish the Treasury system, place the funds of the 
- Government in the banks, and at the same time retain the present 
* system of banking reserves—a quagmire as a foundation for credit — 
—then, when a monetary stringency occurs in Wall street, whence > 
will come relief? 


Should the Government Go Out of the Credit Money Business? 


\ Mr. Eckels and others of accredited authority would have the | 
~ Government go out of the credit money business. “The Treasury 


_ Department in every government should find exercise of its legiti-— 
- mate functions within the confines of collecting, under the law, the 
needed revenues for the conduct and maintenance of the Government 
_ in all its departments and the disbursement of the same.” He affirms 
that “the Government needs neither a strong nor a working balance | 
_ wholly disproportionate to its daily operations. When it keeps the — 
one or maintains the other, it makes itself a disturbing factor.” In_ 
other words, its “daily operations” with reference to its own “dis- 
are all that need be provided for, and these should be 


_bursements’ 
carried on through private banks. He would have all our credit 
currency provided by banks. This is another conclusion drawn from 
the antiquated doctrine of “laissez-faire” that may well be questioned. 
_ With a primitive people, formal acts of government may not be 
necessary to the choice or use of a common commodity as money. 
_ From mutual advantage a common practice may grow up; commodi- 
_ ties which in their nature may be used as a common standard for the © 
~ comparison of value (such as cattle or furs) may serve the purpose 
of exchange. But those substances which best lend themselves to 
the more exact judgments necessary to the broad and complex com- 
mercial relations of to-day (gold and silver) have no such marks of © 
individuality and of quality stamped on them by nature as may 
protect the trader against deception and loss. For example, one of 
_ the characteristics that makes gold serviceable as money is the high a 
value imputed to small quantities of the metal. Another is the exact 
_ uniformity of weight and quality that can be given to each piece, but | a 
these divisions and refinements are purely artificial; by nature they __ 
have no uniformity, they have no individual completeness as in the 
case of cattle or furs, and a few grains added to or taken from a 
piece of gold may so materially affect its value as to destroy the 
st serviceability of a coin as a standard for judgment. Some common 
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unit of weight and fineness is essential. Private parties and private 
business houses being controlled by motives of gain may not be 
relied on to give character to, and to protect the integrity of coins; 
the Government—the agency of the people, devoted to general 
welfare as opposed to private welfare—must give the metal official 
stamp such as will stand as a guaranty and will protect the people 
against the wiles and arts of designing individuals. A standard 
coinage established and protected by government is a necessary part 
of the mechanism of exchange and to the work of providing this and 
maintaining it in strict integrity are established the mints of the 
world as departments of state. 

Quite as necessary is a complex system of money. As a nation 
we have adopted the gold standard as the basis of our system; but 
gold does not serve well all the uses of money. The necessity for 
carrying about and transferring such quantities of money material 
as will be of great value may suggest the use of the more precious 
metal for large transactions. Gold serves well the use as a standard 
of value, it also may be found convenient in transfers of from five to 
twenty dollars; for transactions of larger amount its use is expen- 
sive, besides pieces of gold representing values less than five dollars 
are easily lost and are inconvenient. For small change, silver and 
baser coins have been found more convenient than gold. Such is 
the economy of a variety of metals, that in cases when the Govern- 
ment has failed to supply it, private coinage and other temporary 
devices have been resorted to by the people to supply the need. The 
practical question for the nation and for the commercial world at 
large is: How can the advantages of a single standard (or a definite 
unit for the judgment of value) be preserved and at the same time 
the unquestionable economy of variety in the system of money be 
maintained? Long and bitter experience has driven men to the con- 
clusion that there is only one solution, viz, the establishment of a 
unit or standard in the more precious metal, and a system of redemp- 
tion of all other forms of money used, at a fixed and established 
ratio. 

Redemption, however, has the effect of reducing all moneys 
other than the standard to forms of credit. By this, they constitute 
promises to pay a definite amount of standard money according 
to the ratio of redemption stamped on their faces. But the use of 
credit money does not logically stop with redeemable coin. If a sys- 
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tem of money is developed whereby coins become promises of the 
Government to pay gold, what is there to prevent the Government 
from writing these promises on paper and passing them in payment? 
There is no reason at all, provided the Government at all times keeps 
itself in condition to meet these promises; and if it does not, then 
silver dollars, or copper coins, would depreciate as well. Govern- 
ment credit stands on no different footing than private credit. The 
value of the promise depends on the judgment of the individual 
receiving it as to the ability of the Government to fulfill its obliga- 
tions. In our system, paper money is nothing more or less than a 
demand obligation on the Government to pay gold on call; it must at 
all times be in such condition that no doubt will be entertained on 
this score. The only manner in which Government credit differs 
from private credit lies in the different methods which may be 
employed by the Government to obtain gold with which to pay, and 
this applies as well to its redeemable coin as to its paper. When 
provision is made to meet the credit promises of the Government, 
then, by reason of its greater economy, paper at once takes the place 
of coin. So great are the economies of paper money, when placed 
on a basis of prompt redemption, that the metals are largely deposi- 
ted. With us, they find employment in vaults, where they may be 
stored as. reserves—the entire business of the country has gone over 
to a credit or token money basis. The present efficiency of our 
money system, however, depends on the Government, and so long 
as the present money system is retained the Government must be 
looked to to furnish the machinery by which the currency of the 
country may be preserved in its integrity and present usefulness. 

The machinery with which the Government is equipped to per- 
form its monetary functions must embrace three distinct plants: (1) 
a mint for giving official stamp and guarantee to its coin; (2) a 
redemption agency for the safe keeping of reserves and for free 
interchange of the several forms of money used, as the one or the 
other may be considered more desirable; (3) a revenue department 
by means of which the necessary funds may be procured to keep its 
reserve intact. These three plants must necessarily remain under 
the control of the state till the government decides to go out of the 
credit money business. All three are combined in the Department 
of the Treasury. Our Independent Treasury may be said to be the 
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In some respects our Treasury system is unique—enough so to 
warrant an account of the conditions leading up to its establishment. 
Before the panic of 1837 and the financial depression which fol- 
lowed, the Government had made various incorporated banks its 
depositories as well as its disbursing agents. The first Bank of the 
United States was chartered in 1791 and continued in operation 
twenty years. In 1816 a second Bank of the United States was 
organized by the Government under a twenty-year charter. During 
forty years of the period from 1789 to 1837, therefore, the Govern- 
ment had a bank of its own creation and subject to its own control 
as its financial agent. At three different intervals, covering in all a 
period of eight years, it had to depend on banks operating independ- 
ently—state banks. The independent institutions were so far 
removed from the direct control of the central Government that the 
currency and finances of the country were left in a state of uncer- 
tainty. As a result industry was paralyzed—private as well as 
public business was seriously handicapped. The charter of the 
second Bank of the United States expired in 1836. At that time 
arguments similar to those which we now hear were used against 
the Bank of the United States; the final result was the removal of 
the deposits of the Government to state banks. The crisis of 1837 
proved fatal. The Government lost through its private bank deposi- 
tories $28,101,644.91, at that time an enormous sum. The losses 
of the people through uncertainty of credit and through the fluctua- 
ation of their monetary standard were many times greater than that 
of the Government. There was a general demand for a change. 
Van Buren had just come into office when this financial calamity 
eccurred. In national politics he represented Jacksonian democracy 
—state and local interests as opposed to centralized functions of 
government. They were adverse to the chartering of a third Bank 
of the United States; wishing to meet the public demand for a 
sound and stable currency and at the same time to avoid a monopoly 
over commercial credit such as had existed under the old régime, 
an Independent Treasury was proposed. After three years of polit- 
ical controversy the Van Buren measure became a law, but so 
unpopular had the administration become by reason of the financial 
and industrial depression of the time that, in 1840, the opposition 
carried the country and Harrison and Tyler were elected. The oppo- 
sition was a “fusion” party; Harrison was the representative of the 
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old-time Whig, a nationalist in sentiment. Tyler was the choice of © 
the “nullifiers’—an ultra-branch of the States-Rights party. 
two groups, hostile to the administration, joined forces to defeat the © 
_ party in power ; but when their common enemy had been overthrown 
(being hostile in doctrine and interest) they fell to fighting with _ 
each other. The Whigs favored a central bank as a solution forthe — 
a currency and credit disturbance and had Harrison lived, the on 
- Whig majority in Congress under the leadership of Clay, without | 
rs doubt, would have given us a different financial history. A month 
‘ = after inauguration the President died and Tyler came to be our chief _ 
e° executive. Harrison and his party had pledged themselves to the - 


of the third Bank of the United States. 


_ Houses, was vetoed by the President. From this time no quarter 
given. The “nullifiers’” having the administration in their 
3 niet, and the Whigs in Congress, being in control of the law- | 


the the party of the independent Treasery returned Polk 
as President. In 1846 Van Buren’s scheme for the separation of the © 
‘monetary functions from the commercial credit institutions of the — 
_ country was established and has since stood as an essential part oll 
our financial system. It has been through this—the Independent | om ane 
_ Treasury—that our Government has been able to furnish to the — 
nation the most highly refined system of credit money known to the 
civilized world, and at the same time to maintain this system with 
such integrity that to-day a note of the United States Government 
will pass in China or India, in South Africa or Europe, “as good as 
gold ;” and if refinement of credit is to be upheld as the desideratum © 
Of a monetary system the Treasury of the United States has been a <4 
most successful monetary institution. It is this credit system of 
has given to people of the United States a most 
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ference and discussion, a breach occurred between the 
President and the Whig Congress, which widened until open war 
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What Would the Abolition of the Sub-Treasury Cost the Banks? 


Some of the leading bankers and financial writers have expressed 
themselves with emphasis as holding to the belief that the reserves 
of the Treasury should be removed to the banks, and that the banks 
should furnish all of the credit-money of the country. One con- 
clusion seems beyond question, that the retuoval of reserves of Gov- 
ernment would practically compel the adoption of a bank currency; 
that is, to take away the gold reserve, would be to take away the 
foundation on which about $1,400,000,000 of credit money now 
rests. The result would be to make all the outstanding credit money 
of the Government, as at present issued, useless either as a medium 
of exchange, or as a reserve for the redemption of private or bank 
credit. To remove this foundation would compel the various bank- 
ing institutions to find some other support for over $9,000,000,000 
of deposits and credit circulation. To restate the work of the gold 
reserve in the Treasury, the $265,000,000 of government gold, in the 
reserve and in the general fund, supports and maintains on a par 
with gold $1,400,000,000 of credit money. This gold together with 
the gold held by the banks in their own vaults and in the vaults of 
the Treasury, represented by “certificates,” making about $600,- 
000,000 all told, is used to give support to about $8,500,000,000 of 
deposit currency, making a total of about $9,500,000,000 of credit 
money and deposit currency after deducting the credit money held by 
the banks. In other words, under the present Treasury plan only 
about 6.3 per cent of standard money reserve is required to maintain 
the current funds used to meet about $40,000,000,000 of private 
credit. To remove this narrow foundation, this narrow pillar of 
gold on which stands this immense superstructure of credit, would 
cause wholesale havoc. The only way to avoid general disaster 
would be to remove the credit load to another base before pulling 
out the foundation. 

The new basis for business proposed in substitution for the 
Treasury issues is an assets bank currency. In this relation 
another conclusion would seem warranted; that if the American 
people were to consent to such a shifting of the credit base, they 
would have to be assured that this foundation would prove as “solid” 
a basis for credit as the present Independent Treasury. To give this 
assurance some provision must be made whereby each bank of issue 
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would -be compelled to keep a money reserve in its own vaults : 
adequate to meet its demand obligations—both deposits and issues. “pile 
What would such a change involve? Without the Independent Sie 
_ Treasury to support Government credit money, of what could such | 
a money reserve consist? Clearly it would have to be legal tender 
for payment of debts. As a nation we have announced our inten- 
tion to maintain the gold standard. Without the present machinery _ 
of government for the redemption of credit money issues what — 
forms of money could safely serve as legal tender? If we maintain 
the gold standard as a basis for business judgments of valuation, 
nothing but gold itself would serve. In other words, each bank 
would have to carry a gold reserve large enough to redeem both > 
issues and deposits when payment is demanded. The experience of 
C= banking institutions has been that a much larger standard reserve 
- ieee be needed than that at present carried by the Treasury and 
the banks together. Instead of having $265,000,000 as a redemp- 
& tion fund for obligations resting on the currency, $106,000,000 of — 
tae gold held by the banks, and $220,000,000 of gold (represented by | 
‘Trust Fund “certificates”’) kept by the Government and other deposi- _ 
taries for the banks,’ (judging from the amount of gold held by 
banking institutions in Europe, where the governments have not in- 7 
- tervened with a credit currency supported by an Independent Treas- 
: -ury, and from the amount of banking reserves at present required 
_ in the United States) the amount of gold necessary for the support =—=s_—> 
of a banking currency would be from two to three times the amount a ir 
at present required. It is not the purpose of this paper to offer — 
anything by way of discouragement of a system of bank money, 
nor bring such a system into unfavorable comparison with our 


act ‘ott safety and to prevent the recurrence of serious monetary © 
disturbance such a change would involve much larger use of gold ye 7 
in the form of reserves. 
The increased cost of such a system would be three-fold (1) in- 
crease in investment cost (2) increase in operative expense (3) 
greater inconvenience in use. If the banks were to provide a credit 
currency as large as that at present outstanding (the amount de- 
manded to meet the current needs of business) the first cost of the 
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banks ; the cost incident to safely keeping and handling this gold 
would be an added current expense; the inconvenience of handling 
metallic instead of paper reserves would have to be overcome by the 
creation of depositories and redemption agencies to be supported by 
the banks. Beside the political question of the expediency of shifting 
from a system of government credit money over to a system of bank 
issues, a question of administration would also arise, as to whether 
such a system as that proposed could be made stable and sound 
without a great central bank of control similar to the Bank of 
England, the German Reichsbank, or the Imperial Bank of Russia. 


What the Situation Demands 


Under any system of currency the present reserve plan would 
stand as a menace to sound financial institutions. If present banking 
practice with reference to reserves is the chief source of weakness 
in our financial system, this is the first to receive treatment. Forty 
years of bitter national experience is enough to prove that so long 
as banks are allowed to loan their reserves to each other and still 
have these loans count as a part of their legal cash requirement, they 
will continue to pour into New York in dull seasons funds which 
will find employment there in speculation, thus endangering the 
whole system of commercial credit. Its weakness may be summar- 
ized as follows: (1) by commingling the resources of the many 
commercial banks, all effort to compel each institution to stand on 
its own credit foundation is rendered ineffective; responsibility is 
shifted, and all suffer together for the follies of the improvident; 
(2) a situation is created which allows the regular commercial 
demands of one section of the country to withdraw support from 
the credit of another section and precipitate a crisis that reacts on 
the business interests of all; (3) it forces the banks—institutions 
organized to foster legitimate business—to withhold funds from 
a commercial and industrial use when needed in order to give 
support to speculation; (4) it gives encouragement to hazardous 
forms of financiering, assists in the promotion and underwriting of 
companies and syndicate operations that have forced a market for 
their issues, by receiving their issues as security for loans until this 
evil in the national banking system is remedied, neither assets bank- 
ing nor any other credit base will be safe. 

That the remedy should be adequate to alleviate the distress 
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a goes without saying. The banks cannot be relied on to act volun- 

 tarily, else they would have done so long since; the fact is that this 
__ practice has grown up among banks in the face of Government oppo- 
- sition and warnings of Comptrollers. The remedy must come from 
legal control, to protect the conservative banker against the fool- 
hardy practices of the adventurers. There seems no other con- 
clusion than that the National Bank Act should be amended in such 
manner as to require each institution to keep its own reserves ; and as 
has been suggested by Dr. Bolles, to take away the inducement for 
loaning between banks, to forbid the paying of interest on deposits 
made by all institutions authorized to receive deposits from cus- 


tomers. 

The only question that remains for consideration in this rela- 
tion is as to the amount of reserve a bank should be required to keep. 
It is suggested that the reserve required should in all cases be equal 
to the subscribed capital and surplus. The reasons for this lie in 
the very nature of things. What is the purpose of capital funds in 
a business? Capital funds are those collected or brought together 
in an enterprise for the purpose of supplying it with its necessary 
permanent equipment. The capital of a railroad should be sufficient 
to provide it with road-bed, tracks, rolling stock, depots and terminal 
facilities, besides to give it an amount of “cash” suf*cient to carry on 
its regular business. This is supplied by capitalists, investors, in 
exchange for stocks and bonds—permanent or long-time credit lia-, 
bilities of the company. All temporary or fluctuating needs are 
supplied by sale of short time or demand obligations,—current 
funds. The same funding arrangements are found by manufac- 
turing companies, merchant houses and other business concerns. 
The capital of a concern is the amount of the liability incurred for 
procuring permanent equipment, whether this permanent equipment 
be factories, steel rails, or “cash.” What is the permanent equip- 
ment of a bank? What are the instruments used by an institution 
whose business it is to supply railroads, manufacturing concerns 
and merchants with “current funds?” The form of “current funds” 
or “cash” most desirable to such a constituency is the demand credit 
of the bank itself. The one purpose for which a bank incurs capital 
liabilities, is to support its demand credits—is to enable it at all 
times to meet the demands of customers for money when demands 
are made. Money—legal-tender money—therefore is the chief 
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equipment necessary to a banking business. From experience it has 
been found that a bank located as is the Bank of England can at 
all times meet about three times as much demand credit as it has 
money in its vaults. In other words, the Bank of England is able 
to sell about three dollars of its credit for every dollar of capital 
invested. In many of the American cities, experience has shown 
that a bank may sell four or five times, in some places six or eight 
times as much of its demand credits as it has money in its 
vaults. In other words, with $100,000 of capital invested in money, 
the bank would be able to exchange its own demand credits for from 
$400,000 to $800,000 of commercial paper and other short-time 
interest-bearing obligations of its customers. The prime purpose 
of capitalizing a bank, therefore, is that of giving support to credit 
accounts sold to customers in exchange for deposits. A bank capital 
should be devoted to the purchase of gold coin or other forms of 
money that are legal tender for the payment of debts. If we are to 
have a system of assets bank-currency, the capital of a bank should 
be devoted to the purchase of gold. Then the bank should be 
compelled to keep up this equipment. To allow the legal tender 
money reserve of a bank to become impaired is negligence of the 
same kind as to allow the equipment of a manufactory or a 
mine to depreciate. Here the Government steps in when public 
safety requires it. Why should not the Government step in and 
compel a bank to keep up its permane1t equipment when, by allow- 
ing it to become weakened, public welfare is threatened? For fail- 
ure to safely construct a building or to keep it in safe repair, provide 
proper light, ventilation, fire-escapes, etc., penalties are imposed. 
Why should not a penalty in the form of a graduated tax be imposed 
on excess of demand liabilities of a bank when its reserve falls below 
the mark? The amount of capital might be regulated by law, but 
generally speaking, this would regulate itself as a matter of busi- 
ness advantage. A bank having a capital of only $50,000, repre- 
sented in original subscription and surplus,—having only this amount 
as a guarantee of its credit—could not hope to win such confidence 
in the community as to do a $1,000,000 loan and deposit business. 
The amount of capital would at all times stand as notice of its ability ; 
while a bank having a subscribed capital of $200,000, with only 
$50,000 in its vaults, is holding out to the public an ability which it 
does not possess. With each bank standing on its own financial 
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bottom, and with its full capital held as a reserve for the payment of 
its demand credit obligations, the financial atmosphere would be | 
cleared of the fog that lends to speculation its life, and enshrouds 
commercial enterprise in darkness to find itself suddenly wrecked on 
the unseen rocks in the channels of trade. 
eee Under our present credit money system the first, the most 
- important duty of the Treasury to the public is one of providing 
~ and supporting a uniform and stable currency, adequate to the needs 
of business. Having established ourselves on a gold standard 
basis, while we retain the present system of credit money issues, 
the Government should strengthen rather than weaken its gold 
reserves. But beyond this it has a second duty in its relations 
to commercial credit. The Government through its income and 
disbursement comes into daily contact with the credit institutions of 
the country, and may, by inconsiderate action, materially weaken 
their reserves. In its relation as depositor it may have a strong 
regulative influence. The present practice of constantly enlarging 
government deposits in banks to their full capacity of giving security 
to the Government for issues, leaves the banks impotent to obtain 
aid when needed. The deposits of Government should move in 
harmony with excess of balances of revenue and expenditure. In 
brief, the Government should lend aid to commercial banks only in 
time of strain, which should be withdrawn after the tension is passed 
to force them back to doing a conservative business on their own 
capital for working base. The Government should keep deposits 
in banks sufficient for its own convenience in exchanges, these to be 
increased or decreased according to variations in revenue balances. 
Any change in circulation could thereby be made gradual and uni- 
form and according to previously announced policy. 
FREDERICK A. CLEVELAND 


as 
: 
= 
4 
wat 
a 


THE CURRENCY OF THE PHILIPPINE ISLANDS 


The American Government found in the Philippine Islands 
upon their cession by Spain a condition as chaotic in monetary affairs 
as in civil administration. The Philippines were upon the silver 
standard, but they had little coinage of their own, either legal tender 
or subsidiary. The supply of legal tender money consisted chiefly 
of Mexican silver dollars. The Spanish Government, in order to 
limit the fluctuations of exchange, had in 1877 prohibited the im- 
portation of any Mexican dollars which were issued after that 
date. This provision was, however, so persistently evaded that it 
exercised little influence upon the monetary system of the islands. 
Gold disappeared under the pressure of depreciated silver and after 
1884 practically none remained in circulation. 

An effort had been made by the Spanish Government to pro- 
vide a local currency, but the project had been only partially car- 
ried out. This project consisted of the coinage of a few Spanish- 
Filipino pesos and their subdivisions, supplemented in a small way 
by the Spanish subsidiary coin. The pesos were lighter than the 
Mexican coins, but as their quantity was not more than sufficient 
to supply the currency needed in the islands, the pesos circulated 
at par with the “Mexicans.” It was fortunate for the islands that 
these coins, by reason of their light weight, were not exportable 
to advantage as bullion and, therefore, remained in circulation when 
other forms of money tended to disappear. A few subsidiary 
pieces corresponding to the silver pesos had been coined by the 
Spanish Government exclusively for use in the Philippines. The 
other subsidiary pieces, however, and most of the minor coins, 
were the same as those used in Spain. The peseta piece of Spain, 
worth nearly twenty cents in American money, was at one time 
maintained at this value in Spain and even when Spanish finances 
became deranged did not decline in its exchange value in gold so 
rapidly as the Mexican silver dollar. The consequence was to 
destroy the relationship between the Mexican dollar and the sub- 
sidiary coins. The Spanish peseta came to be worth about fifteen 
cents in gold in Spain, while as a quotient part of the Mexican 
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in the Philippines and send them to Madrid, making in the trans- 
action a profit in the neighborhood of 50 per cent. 


cating pieces of Spanish and Mexican coinage. 

Deficiency of currency, confusion in converting the natives to 
the comparative values of American currency, and wild fluctuations — 
in the exchange value of foreign silver were the characteristic — 
features of the monetary situation at Manila during the first three 
_ years of American occupation. The branches of two large English — a 
banks—the Hong Kong and Shanghai Banking Corporation and 

the Chartered Bank of India, Australia and China—controlled 
exchange and many complaints were made by American officers 
and civilians against what they considered the excessive rates 
"charged by the banks, but which were a natural outcome of the a 


( 


- monopoly exercised by these banks and the constant fluctuations 


_ in the value of silver. 
The Philippine Commission sought to give stability to the rela- 


tions between American currency and local currency by prescribing 


- that the Mexican silver dollars, the Spanish-Filipino dollars, and the 
quotient parts of these dollars in use in the islands, should be 
received for public dues in the ratio of two Mexican pesos to one 


. 
dollar in American gold. This policy achieved for a time a certain is 


measure of success. So long as the value of silver bullion did not 


depart greatly from these proportions, the cost of transportation and an 


; _ the necessity for the use of some form of legal tender kept the 
silver coins at about this ratio in retail trade. 
But worse difficulties arose in the summer of 1900. The — 


‘ _ forces of the western powers gathered at that time in great numbers 


at Tien-tsin, for the rescue of the legations and the infliction of 

unishment upon the Chinese for their disregard of the privileges i 
of Ambassadors. The gathering of a large army with its com- - 
missary, medical, quartermaster’s, and pay service necessarily — 
required the use of money. A demand for currency was created 
in China which could not be met from the stock of Mexican silver . 
dollars in use there nor be s 
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at their long remove from the place where the currency was needed. 
Ores consequence of these conditions, the exchange value of the Mex- a 
ican pesos rose considerably above fifty cents in gold. This gave 
to them a higher exchange value around Tien-tsin than the official 
rate at Manila. Inevitably came into play the operation of the 
_ economic law, that money will go where it has the highest value. _ 
as Mexican coins were drained aw ay from Manila at an alarming rate. 
Between August 27 and November 1, 1goo, the two English banks 
exported $2,087,500 in Mexican money and the early days of 
November witnessed a revival of the outward movement. The 
country, already denuded of its small silver, faced a famine even 
in the remnant of its means of exchange. Various devices to check 
the outflow were adopted by the Philippine Government, including _ 
a duty of 10 per cent on exported silver, but the evil only ceased 
when the forces of the Powers began to depart from China and the | 
demand for money was thereby diminished. 
. A counter-movement in the relations of gold and silver at 
. ? Manila now set in. The Mexican peso fell materially below fifty — 
cents in gold and began pouring into the Philippines from China 
and the islands of the Pacific. The inevitable result was to drive 


out of circulation the American currency, which had come into 
use because there was no other available for carrying on trade in 
Manila. American currency began to disappear. It had been treated 
by foreign bankers from the beginning as gold exchange on New 
York, as good as gold at London or Paris, and more convenient 
and transportable in the form of paper than in coin or bullion. 


a ie “dl American currency has come to be so well understood in the trading 
- centers of the Orient that any form of it—gold and silver coins, 
greenbacks or silver certificates—are alike called gold, because under 
the gold standard law of March 14, 1900, they are the equivalent — 
of gold in all markets. In Japan, where Chinese silver money is 
not readily accepted, I had a jinrikisha man refuse a Chinese ten- 
cent piece and gladly accept an American nickel with the exclama- 
tion, “Oh, yes, gold!” 

It was with a view to rectifying the inconvenience which arose 
from these constant fluctuations in the medium of exchange in the 
Philippines that the writer urged upon Colonel Clarence R. Edwards, 
the head of the Division of Insular Affairs in the War Department, 
that some expert should be sent to the Philippines to study condi- 
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tions there and to recommend a stable and satisfactory coinage 
system. After the ad journment of Congress in 1go1, the subject was 
taken up by Secretary Root. The writer was requested by him to 
visit the Philippines and consult with the Civil Commission with a 
view to making recommendations to the War Department to be sub- 
mitted to Congress for its action. The Philippine Government had 
already laid down the outlines of a project which seemed to them 
desirable for giving stability to the relations between the money of 
the Philippines and the gold standard of the United States. They 
stated in their annual report to the Secretary of War for Igoo: 


“Tt seems to be desirable that some substitute for the Mexican dollar, as 
well as for the Spanish-Filipino dollar, should be provided which would be 
uniform in its relation to the United States dollar, and would commend itself 
to general public use as being substantially what they have long been accus- 
tomed to. We have interviewed a large number of leading business men of the 
islands, and they substantially all concur in the opinion that it would be 
injurious to business to place the islands immediately upon an absolute gold 
standard. 

“As a solution to the problem it has been suggested, and the suggestion 
has met the approval of the business men here generally, that the United 
States dollar, or a theoretical United States-Filipino gold peso, of the value 
of half a dollar, like the theoretical gold yen which is the unit of currency 
in Japan, should be made the standard of value, but that a silver United 
States-Filipino peso, containing a small percentage less silver than the Mexi- 
can dollar, should be coined, which would be receivable in business transac- 
tions as the equivalent of fifty cents in United States money, together with 
convenient subsidiary coins of the same character. The amount of silver in 
the peso should be such a percentage less than that in the Mexican dollar that 
its intrinsic value would not at any time warrant its export from the islands, 
but its convertibility into American money at uniform fixed rates, guaranteed 
by the United States, would make it a convenient and useful currency for 
ordinary business transactions in the islands.” 


There were, broadly speaking, three alternative plans which 
it was possible to consider. One was the introduction of American 
gold currency as the sole legal tender in the Philippines ; the second 
was the continuance of the silver standard, with the adoption of a 
distinctive American coin in place of the Mexican. The third alter- 
native was to do nothing—to leave the islands subject to the diffi- 
culties of the existing coinage system and the ebb and flow of the 
currency supply under influences beyond the control of the Philip- 
pine Government or the commerce and finance of the Philippine 
Islands. 
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The introduction of American currency had warm advocates 
among some of the army officers, upon the obvious ground of the 
simplicity which it would introduce into their accounts. Owing 
- to the rigidity of the accounting laws, much trouble was caused 
id - when it became necessary to pay for supplies in silver at any other 
ratio than two to one, or when silver was received in change or for 
the sale of supplies which could not be converted into American 
money at that ratio. The objections were strong, however, among 
business men and prominent native Filipinos to the introduction of 
merican currency as the sole legal tender. The essential difficulty lay 
in the fact that wages and prices were on too low a scale to adjust 
themselves to a gold currency of such a high unit as the American 
dollar. The natives about Manila very generally grasped the puz- 
zling fact that an American piece of twenty-five cents was equal 
in value to a piece of twice the size in local currency; but even 
when this was fully understood, it did not obviate the difficulties 
arising from a high unit. What was said in my report to the War 
Department on this subject is pertinent to this article: 


“Wages are expressed in such small amounts in the Philippine Islands, 
and many articles of necessity to the natives are sold for such trifling sums, 
that for small transactions even the American cent is too large a unit. It is 
necessary that the lowest unit of value should be a very small one. The 
centavo which is recommended, equal to one-half of a cent, will meet this 
necessity. A native laborer accustomed to receiving a peseta, or twenty 
centavos, for a day’s labor, would find an American ten-cent piece less suited 
to his wants, even though he was satisfied that it represented the same value. 
The reason would lie in the fact that the American coin would be less easily 
exchangeable for smaller subdivisions. The American ten-cent piece is the 
smallest silver coin which can be used with convenience, but the peseta, or 
piece of twenty centavos, is of twice its size and is divisible into two pieces 
of about the size of the American ten-cent piece, each representing an ex- 
change value of five cents in gold. As this difficulty was tersely put to the 
Schurman Commission in 1899 by Mr. Charles Ilderton Barnes— 

“Tf the agriculturists are paid in gold, they can not make that gold go around like twice 
the number of dollars in silver.” 


In Porto Rico, as was testified by Professor Hollander, the 
introduction of American currency as lawful money in place of the 
Spanish, caused serious difficulties. It is obvious that such diff- 
culties would be greatly intensified in the Philippines by reason of 
the wider area, the more numerous population, and its more varied 
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‘The evils of doing nothing—the continuance of the Mexican 

~ dollar as the standard—have been sufficiently illustrated by the nar- 
rative of what had already occurred. The other alternative—the 
continuance of the silver standard, with the substitution of an 
American silver coin for the Mexican—can better be discussed here- 
after in connection with the action of the Senate Committee on the 
Philippines, which declared in favor of this plan. It is sufficient to 
say that the only essential advantage of a distinctive Philippine coin 
on the silver basis would be that the mints would be more accessible 
than when Mexican coins were used. Instead of going through 
the circuitous channel of the Mexican mints, silver bullion could be 
brought directly to Manila, where it was to find its employment 
after conversion into silver coin. It was not possible, and it was 
not pretended, that the adoption of a distinctive American coin 
would do more to steady the relations between gold and silver than 
would arise from the elimination of this element of delay in the 
coinage of the Mexican mints. In other words, the adoption of a 
distinctive American silver coin upon the free coinage basis would 
reduce the fluctuations of exchange merely to the fluctuations in 
the prices of silver bullion instead of subjecting them to the acci- 
dents of the supply of Mexican silver pesos. 

Examination of the monetary conditions in the Philippines led 
the writer to accept the plan recommended by the Commission in its 
report for 1900, in its general scope, as the best solution of the diffi- 
culties prevailing there. It remained, after reaching this decision, to 
work out the details with Judge Henry C. Ide, the Secretary of 
Justice and Finance in the Philippines, who had experienced similar 
difficulties in Samoa while serving there as one of the American 
Commissioners. The plan prepared by Judge Ide and the writer was 
submitted to the Commission, carefully discussed and amended in 
trifling details, and was then transmitted (in November, 1901) to the 
War Department with the unanimous approval of the Commission, 
including the three Filipino members, who had just entered upon 
their service. These Filipino members were often consulted as to 
the practical operations of the project and two of them were con- 
stituted a committee to suggest designs for the new silver coins. 

The plan of the Commission, in its general outlines, embodied 
the following propositions : 
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“1, That there should be a distinctive Philippine coin of silver which 
should be legal tender for fifty cents in the gold money of the United States, 

“2. That this distinctive silver coin should be known as the peso, should 
contain twenty-five grams of silver of the fineness of 0.835, and should be 
divisible into one hundred equal parts, called centavos. 

“3. That this coin should be issued by the government of the Philippine 
Islands in such quantities, to be determined by such government, as may be 
required by the needs of trade. 

“4. That the distinctive coin should be maintained at par with gold by 
the limitation of the amount coined and by a gold reserve, to be constituted 
from the seigniorage derived from the coinage of silver bullion, and to be 
employed, in the discretion of the Philippine Government, for the direct 
exchange of silver for gold, and in such other ways as may be necessary to 
maintain the parity fixed by law. 

“s. That the Mexican silver dollar and other coins now in use in the 
Philippine Islands should cease to be legal tender after specified dates, and 
that the new silver coins and the gold money of the United States, where 
not otherwise stipulated by the contract, should be the sole legal tender for 
public and private obligations. 

“6. That the new coinage should be executed as far as possible at the 
mint at Manila, and should bear distinctive devices expressing the fact that 
it is intended for use in the Philippine Islands.” 


It is difficult, in attempting within reasonable limits to define 
such a project, to cover all the possible questions which may arise 
in the mind of a reader regarding its operation and the means of 
making this operation effective. The essential monetary principle 
involved was that of a limited token coinage. The Philippine Gov- 
ernment, by controlling the output of silver coins, would be able 
to keep them constantly at parity with gold by suspending the issue 
when they became redundant and resuming it when they became 
scarce. Redundancy or scarcity would be demonstrated to a large 
degree by the proportion of the coins paid into the Treasury for 
public dues. Redundancy would be disclosed also by the presenta- 
tion of the coins for redemption in gold, while scarcity would be 
disclosed by the presentation of gold to obtain the coins. If the 
supply of coins held in the Treasury was entirely exhausted by the 
offer of gold, it would plainly indicate that there was something like 
a permanent deficiency in the coinage supply and that additional 
silver pieces should be coined. - The coin proposed was made some- 
what lighter than the Mexican peso, in order to afford a margin 
within which the bullion value might rise without encouraging such 
an exodus of the money of the islands as took place in the summer 
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a of 1900 to meet the needs of the armies of the Powers. This mar- 
5 - gin, however, was not wide enough to offer any such considerable 
profit to counterfeiters as would be afforded by the introduction of fa 
American silver coined at the ratio of sixteen to one. 
The plan of the Commission, with a report prepared by the 
_ writer, was submitted to Congress with the approval of the Secretary 
; of War. Secretary Root, referring to his expressions of the previous 
declared : 


“Time has confirmed the opinion in which I then concurred with the 
i Semaery of the paanay that the wise course is to coin and pay out for 


"pesos for one the ratio now in the islands 
eon dollars and American gold dollars, and to maintain that same relation 
ween the new coins and gold by exchanging gold for them at that rate. 

“I am satisfied that such coins, being substantially identical in size and 
exchange value with the coins to which the people are accustomed, will pass 

D howe circulation, and that as rapidly as this is accomplished the business of 
the country will come upon a gold-standard basis representing a fixed relation 
; Si _ between the proposed coins and American money.” 


The proposition for a coinage system was only a small part of — 

the comprehensive plans of the Philippine Government and of the | 
_ War Department for bringing order out of chaos in the Philippines. 
One of the greatest constructive works of modern times lay before | 

these officials and Congress, comparable only to the great work which — 


the Earl of Cromer has so successfully carried out in Egypt. Pro- © 


visions for substituting civil government for military rule, for re- 

forming civil and criminal law, for giving a share in this government _ 

— to the Filipino people, for regulating land titles and the future devel- 


equitable basis, for regulating the grant of valuable franchises, 
were all parts of the Philippine Government bill upon which Sec- 
_ retary Root ; Judge Magoon, the law officer of the Division of Insu- 
lar Affairs; Colonel Edwards, the head of the division; and Judge 
Smith, a member of the Supreme Court of the Philippines, worked 
assiduously for weeks during the early part of the session of Con- 
gress. Their work in turn was carefully reviewed, amended and 
ern apegea by Governor Taft when he brought to the aid of the 
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in the Philippines, his vigorous personality, and his almost infallible 
judgment of what it was possible and desirable to accomplish. 

The coinage plan prepared by the Commission and the writer 
and approved by the War Department was embodied in bills intro- 
duced on January 7, in the Senate by Mr. Lodge, of Massachusetts, 
Chairman of the Committee on the Philippines, and in the House by 
Mr. Cooper, of Wisconsin, Chairman of the Committee on Insular 
Affairs. Hearings were given by both committees to those interested 
in the subject, including the representatives of the English banks at 
Manila, who were naturally opposed to departure from the silver 
standard. The House Committee adopted the plan recommended by 
the War Department and Governor Taft. The Senate Committee 
struck these recommendations from their bill and substituted a plan 
for a silver dollar which should contain 416 grains of standard silver, 
nine-tenths fine. The following section of the Senate bill provided 
for free coinage of this proposed dollar on private account: 


“Sec. 82. That any owner of silver bullion may deposit the same at the 
mint in the Philippine Islands, to be coined as hereinbefore provided. Silver 
bullion brought to the mint of the Philippine Islands for coinage shall be 
received and coined by the proper officers for the benefit of the depositor: 
Provided, that it shall be lawful to refuse at the mint any deposit of less than 
one hundred dollars, and also any bullion so base as to be unsuitable for the 
operations of the mint: And provided also, That when gold is combined with 
said bullion in such small proportion that it cannét be separated advantage- 
ously no allowance shall be made for such gold to the depositor.” 


Each House sustained the action of its Committee. The Senate 
bill passed the Senate on June 3, 1902. It was referred to the House 
Committee, but that committee reported its own measure as a com- 
plete substitute and this bill passed the House on June 26. A con- 
ference between the two houses was then arranged, but it was found 
impossible to reach an agreement in regard to the coinage standard. 
When it became plain that agreement could not be reached, it was 
finally decided to drop the proposals of both houses on this subject. 
The bill agreed upon in conference was accepted by both houses on 
June 30 and approved by the President on July 1. 

The members of the House Committee appeared to be thor- 
oughly satisfied, after the explanations made by Secretary Root, 
Governor Taft and others, that the plan for a gold standard would 
correct the extreme fluctuations of exchange and operate without 
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monthly, without regard to the needs of trade. This would not occur 
in the Philippines, if ordinary prudence were used by the Govern- 
ment under the absolute discretion with which it was vested to coin 
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risk or difficulty in maintaining the proposed silver coins at par 
ee with the gold money of the United States. The members of the 
Senate Committee opposed the plan for the gold standard upon sev-— 
eral grounds. The most important appeared to be that there would 
* be difficulty in maintaining the coins at the value given them by law, 
3 by reason of severe pressure for gold, which would subject the gov- 
ernment of the Philippine Islands to heavy expense to obtain gold — 
for the redemption of silver. Under this head it was pointed out 
by those favorable to the plan, that the limitation of the quantity of 
the coins and their receipt for public dues would operate as a limited 
redemption in itself and would maintain them at the proposed ratio 
_ with as much ease as the silver dollars of the United States are main- | 
tained at par with gold. The difficulty which arose in the United © : 
States in 1884 and 1893, it was pointed out, was caused by the fact _ 
that a fixed amount of silver was pumped into the circulation 


only so much silver as was needed. 
re The burden of obtaining gold would rest rather upon the 
~ banks than upon the Treasury. Whenever there was a scarcity 
of currency and silver was accumulated in the currency reserve, 
it would lie with the banks to draw out the silver by importing 
gold and presenting it for silver coin at the ratio fixed by law. 
Members of the Senate Committee, who distrusted the success of this 
_ system, appeared a little surprised when the experience of British 
India was brought to their attention. The Indian Government has 
_ been pursuing substantially the same policy as that recommended for 
the Philippines. This policy, however, was inaugurated under infi- 
nitely greater difficulties in India than would be the case in the 
Philippines, because in India there was an immense mass of silver 
coin to be maintained at the official parity and old silver coins began 
to creep out of hoards when their value as coin rose above their value 
as bullion. The Indian Government, after seeking to maintain a 
fixed par of exchange for six years, without offering to redeem 
silver in gold, undertook in 1899 to make the English gold sovereign 
a legal tender and to issue silver rupees at a fixed rate for gold. 
The result, as set forth in the Indian Financial Statement for 1900- 
OI, was as follows: 
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“We have been nearly swamped (temporarily) by gold. The amount in our 
currency reserve on April 1, 1899, was £2,030,000. It stood on March 7, 1900, 
at £7,069,800; the amount accumulated in London under Act II of 1808 stood 
at £1,500,000, making the aggregate £8,569,800. The difficulty has been that of 
meeting the demand for rupees in exchange for notes or gold tendered to us.” 


The fact that the government of British India, in spite of the 
magnitude and difficulties of the problem which it confronted, 
found more than $40,000,000 in gold on its hands within a year after 
offering to issue silver for gold, seems to afford pretty conclusive 
demonstration that at least equal success would be attained in the 
Philippines in dealing with a silver coinage whose quantity would 
be strictly regulated by the government from the beginning in con- 
formity with commercial needs, and which would circulate upon a 
much smaller scale than in British India. 

The other objection made by members of the Senate Committee 
was the fundamental one that the silver standard was in itself, in 
view of trade conditions, preferable to the gold standard in the 
Philippines. So far as this view rested upon the belief that the 
Philippines had to deal chiefly or largely with silver-using countries, 
a statement was presented to the Committee showing the relative 
proportion of the export and import trade of the Philippine Islands 
with gold and silver standard countries, for the eight months ended 


: Commerce of the Philippine Islands 
ne For the Eight Months Ended August 31, 1901. 


(Compiled from the monthly summary of the commerce of the Philippine Islands, for 
August, 1901, prepared in Division of Insular Affairs War Department.) 


COMMERCE WITH GOLD STANDARD COUNTRIES. 
Europe. Imports into Exports from 
be Philippines Philippines 
United Kingdom $3,989,527 $8,485,907 
Germany 54,911 
917,573 


Belgium 
Denmark 


There may be some question of the propriety of including in the list of gold standard 
countries the French East Indies, as their monetary system is partly native and partly French, 
but even the transfer of this item tothe silver side leaves a great preponderance of the trade 
of the Philippines on the side of gold standard countries. 
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Imports into Exports from 
Philippines. Philippines. 


Russia 


Switzerland 


$10,289,212 
Other Gold Countries. 
Japan $1,338,960 
French East Indies 1,624,971 1,247 
United States 2,470,050 1,960,687 
Canada 32,592 7,329 
Australasia 422,790 489,730 


Total, other than Europe $3,797,953 
Total gold countries a) $14,087,165 


COMMERCE WITH SILVER STANDARD COUNTRIES. 
Hong Kong 2,127,814 


British East Indies 689, 514,370 
Siam 548,: 260 


$5,572,156 $2,723,214 
161,754 125,026 


Total merchandise $19,618,596 $16,935,405 


Notwithstanding these arguments, the Senate Committee ad- 


- hered to the view, as expressed by its chairman on the floor of the 
Senate, that it would be imprudent to attempt at present to estab- 
lish the gold standard in the Philippines. The Senate, as already 
stated, refused in conference to accept the plan of the House, and 
the two houses failed to reach any agreement regarding the standard. 
The need for small money was so pressing, however, that the two 
houses agreed upon some provisions for subsidiary and minor coins. 
The names of these coins were taken from the House bill, in order 
to meet a criticism which was strongly expressed in the United 
States, that the names proposed by the Senate bill, being the same 
as those of the American coins of twice the exchange value, would 
result in the fraudulent circulation of the new coins in the United 
States and introduce confusion in retail trade. The provisions made 
on this subject were for a mint at Manila and that “the laws of the 
United States relative to mints and coinage, so far as applicable, are 
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hereby extended to the coinage of said islands.” The other essential 
sections regarding coinage are these: 


“Sec. 77. That the government of the Philippine Islands is authorized 
to coin, for use in said islands, a coin of the denomination of fifty centavos 
and of the weight of one hundred and ninety-two and nine-tenths grains, a 
coin of the denomination of twenty centavos and of the weight of seventy- 
seven and sixteen one-hundredths grains, and a coin of the denomination of 
ten centavos and of the weight of thirty-eight and fifty-eight one-hundredths 
grains, and the standard of said silver coins shall be such that of one thou- 
sand parts by weight nine hundred shall be of pure metal and one hundred of 
alloy, and the alloy shall be of copper. 

“Sec. 78. That the subsidiary silver coins authorized by the preceding 
section shall be coined under the authority of the government of the Philippine 
Islands in such amounts as it may determine, with the approval of the Secre- 
tary of War of the United States, from silver bullion purchased by said gov- 
ernment, with the approval of the Secretary of War of the United States: 
Provided, That said government may in addition and in its discretion recoin 
the Spanish-Filipino dollars and subsidiary silver coins issued under the 
authority of the Spanish Government for use in said islands into the subsid- 
iary coins provided for in the preceding section at such rate and under such 
regulations as it may prescribe, and the subsidiary silver coins authorized 
by this section shall be legal tender in said islands to the amount of ten 
dollars. 

“Sec. 79. That the government of the Philippine Islands is also author- 
ized to issue minor coins of the denominations of one-half centavo, one cen- 
tavo, and five centavos, and such minor coins shall be legal tender in said is- 
lands for amounts not exceeding one dollar. The alloy of the five-centavo piece 
shall be of copper and nickel, to be composed of three-fourths copper and 
one-fourth nickel. The alloy of the one-centavo and one-half*centavo pieces 
shall be 95 per centum of copper and 5 per centum of tin and zinc, in such 
proportions as shall be determined by said government. The weight of the 
five-centavo piece shall be seventy-seven and sixteen-hundredths grains troy, 
and of the one-centavo piece eighty grains troy, and of the one-half-centavo 
piece forty grains troy. 

“Sec. 80. That for the purchase of metal for the subsidiary and minor 
coinage, authorized by the preceding sections, an appropriation may be made 
by the government of the Philippine Islands from its current funds, which 
shall be reimbursed from the coinage under said sections; and the gain or 
seigniorage arising therefrom shall be paid into the treasury of said islands. 

“Sec. 81. That the subsidiary and minor coinage hereinbefore authorized 
may be coined at the mint of the government of the Philippine Islands at 
Manila, or arrangements may be made by the said government with the 
Secretary of the Treasury of the United States for their coinage at any of the 
mints of the United States, at a charge covering the reasonable cost of the 
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“Sec. 82. That the subsidiary and minor coinage hereinbefore authorized © 

shall bear devices and inscriptions to be prescribed by the government of the 
Philippine Islands and such devices and inscriptions shall express the sov- 
- ereignty of the United States, that it is a coin of the Philippine Islands, the ‘ 


Even if measures are at once taken to comply with this law, it 
will probably be near the beginning of the coming year before any 
of the new pieces will gladden the eyes of. the natives of the Philip- 

pines. It has been recommended to the Philippine Government that 
ie coin as many of the pieces of fifty centavos as can be gotten into | 
__ circulation in the islands. These are the largest pieces authorized 
by Congress, corresponding in size to the American half dollar but 
having less than half its gold value. If these coins prove _—s 


dollars to a extent from. use and ‘establish 

distinctive local currency. 
What shall be done in future for solving the Philippine cur- 
- rency problem depends largely upon the operation of the new coin- 
-agelaw. If the new coins authorized by Congress come into general 
use and tend to expel the Mexican pieces, it will be in the power of 
at Congress, if the system appears to be acceptable, to throw the mints 
open to the free coinage of a standard Philippine peso. If, 
the other hand, there seems to be a strong desire for putting — 
an end to the fluctuations of exchange by the introduction of 
American currency or a local gold standard, legislation to that effect 


can be enacted. In view, however, of the amount of time spent — 


upon the Philippines at the last session of Congress, it is doubtful if 
there will be a disposition to do anything more until the results of the 
new law have been tested by experience. The Philippine Commis- 
sion now have wide law-making power by the grant of Congress 
and they may feel justified, after the new coinage system has been 
tested, in themselves legislating in conformity with local needs. The | 
power lies with Congress under the Philippine Government Act to 
realm their legislation if it is considered unwise. 
The experience of the Filipinos with the Mexican pesos throws — 

we. side light upon the difficulties of international money in the present — 
state of relations between nations and between gold and silver. 
- Conformity to an international unit of exchange, agreed upon by all — 
civilized nations, has been the dream of manv students and philoso- — 
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phers. It is unquestionably a dream full of attraction and perhaps 
capable of realization when all nations shall adhere with inflexible 
honesty to a metallic standard of full weight and value, and shall 
never be compelled to suspend specie payments by the exigencies of 
party politics at home or war abroad. Under existing conditions, 
however, with silver almost inevitably employed for token coins and 
with these coins fluctuating in their relations to gold, the possession 
by any nation of a coinage which is not under its own control 
involves grave uncertainties. This has been demonstrated by the 
history of the Latin Union, where the suspension of specie pay- 
ments by Italy flooded France and Switzerland with Italian silver 
coins. These coins, driven from Italy by her depreciated paper 
currency, under the operation of Gresham's law, were receivable 
in France and Switzerland at par with gold and it became necessary 
to formulate a special convention to compel Italy to take back her 
silver at its face value. Some of the difficulties encountered in the 
Philippines by employing the money of another nation have just 
been recounted. They are but a hint of the difficulties which would 
ensue if Mexico should herself discredit her silver coins by the 
adoption of the gold standard. It is certain that Mexico, in that 
event, could not and would not attempt to raise to any fixed gold 
parity the great mass of her coins which have found circulation in 
the East. She would face the same difficulties which the United States 
would have faced in the Philippines if the Senate provision for free 
coinage had become law and it had afterwards been proposed to 
raise the coins issued to parity with gold. 

The Philippines, if they should continue to use Mexican pesos 
as their standard money, while Mexico herself drove them from 
her coinage and established the gold standard, would be in a position 
almost unique in monetary history. The Mexican pesos, repudiated 
at home, would be like outcasts taken under the wing of a foster- 
mother. If all of them were in use in the Philippines the problem, 
even under these conditions, would be comparatively simple; but in 
view of the great quantities of them in circulation in China and 
other parts of the Orient, it would never be possible for the Govern- 
ment of the Philippine Islands, however kindly disposed towards 
their desolate and orphaned state, to adopt them as the basis of a 
national currency. It is clear that disorder and fluctuations will 
continue to afflict the monetary system of the Philippines until action 
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is taken either by Congress or the Philippine Government to bring _ 
the system into definite relations with the gold standard of the ~ 
--_ United States and Europe, with whose commerce the future pros- 
_ perity of the Philippines is inevitably bound up. 
Cuartes A. Conant. 
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When on October 20, 1899, the Chancellor of the Excheqter 
presented to the British Parliament his first estimate for the South 
African War, the government proposed to finish the war in four 
months with an army of about 50,000 men, and at a cost of £10,v000,- 
000, which was thought to be a very liberal estimate. The war was 
finally terminated in June, 1902, after employing an army of 250,- 
000 men and involving an expenditure of over £200,000,000. It 
has been in some respects one of England’s greatest wars. Many 
problems are presented in the financing of a modern war of such 
magnitude, and it is the object of this paper to give a brief account 
of the financial operations that have taken place and to discuss 
certain features which may be of interest to the student of public 
finance. 

The South African War began in October, of the year 1899. 
On the seventeenth of that month a special session of Parliament 
was called and the first demand for the cost of the war was pre- 
sented on the twentieth. Ten million pounds were asked for, of 
which £2,000,000 were for the cost of reinforcements sent prior 
to the outbreak of hostilities and £8,000,000 were to cover all ex- 
penses up to March 31, 1900, when it was assumed that the war 
would certainly be over. The inability of the government to forecast 
with any degree of accuracy the probable duration or cost of the 
war has been the rule from first to last. Estimates have been regu- 
larly insufficient, necessitating large supplementary estimates in 
rapid succession. 

To meet this grant of £10,000,000 power was given to borrow 
£8,000,000 by treasury bills, the balance being made up from the 
surplus of revenue over ordinary expenditure which was estimated 
at £3,000,000 for the year. 

This grant was soon used up and on February 12, 1900, a 
second estimate of £13,000,000 was presented, making a total of 

23,000,000 voted for the war in the fiscal vear 1899-1900. 

Early in the year 1900 it became evident ‘that the war was 
going to be long and costly and that some definite provision would 
have to be made to meet the necessary expenditure. Consequently, 
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_ we Michael Hicks-Beach took the very unusual step of presenting 
» his Budget early in March, more than a month before the regular 
time. It is unnecessary to go into the estimates of receipts and 
expenditure in this Budget since they had to be materially revised 
in a statement issued at the close of the fiscal year. Suffice it to 
say that the government found itself with an estimated deficit for 
the two fiscal years, 1899-1900 and 1900-01, of £54,952,000. In 
introducing his plan for providing this amount the Chancellor of 
the Exchequer dismissed at once the idea of depending on borrowing 
- for the whole sum. He proposed to call upon the taxpayers for an 
immediate and specific sacrifice. Believing, however, that the 
expenditure was only a temporary necessity, he did not think it 
wise to make any permanent fiscal changes but would obtain what 
was needed by increasing existing taxes. The following changes 


made: 
: 1. An increase in the rate of the income tax from 8d. to 1s., 


estimated to yield £6,500,000. This estimate was later increased to 
£7,000,000 and was even then too low. 
at 2. An increase of Is. per barrel in the beer tax, estimated to 
yield £1,752,000. 
An increase of 6d. per gallon in the tax on spirits, estimated 
to yield £1,015,000. 

4. An increase of 4d. per pound in the tobacco tax, with an 
additional 6d. per pound on foreign cigars, estimated to yield 
£1,100,000. 

5. An increase of 2d. per pound in the tea duty, estimated to 
yield £1,800,000. 

In all, these additional taxes were expected to yield £12,167,000. 
A saving of £4,640,000 was made by suspending the sinking fund 
devoted to the payment of terminable annuities held by various 
government departments. To meet the balance of the deficit and 
leave a margin for contingencies the government was given power 
to borrow £43,000,000. Of this sum, £8,000,000 were obtained by 
reissuing treasury bills authorized in October, 1899, £5,000,000 by 
new treasury bills and £30,000,000 by an issue of war loan stock. 

A revised financial statement was issued on April 6, from which 
we take the figures of revenue and expenditure for 1899-1900 and 
the final estimates for 1900-01. The statement for be cand is 
summarized as follows: | 
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Revenue 
Expenditure: 
Ordinary 110,506,000 
War Charges 


Interest on War Debt. 217,000 


- Total Cost of War 23,217,000 


Deficit 
The estimates for 1900-01 are as follows: 


Revenue: 
423,620,000 
33,550,000 
13,000,000 
8,550,000 
Land and House Tax............. 2,450,000 
Income Tax 25,800,000 
Total Tax Revenue ............ & 106,970,000 
Total Non-tax Revenue 20,550,000 
Total Revenue 
Expenditure: 
Ordinary 
War Charges......... 437,797,000 
Interest on War Debt.. 869,000 


Total Cost of War 


Total Expenditure 154,701,000 


Deficit 427 181,000 
Deduct Sinking Fund 4,640,000 


422,541,000 
Deficit for 1899-1900 13,882,000 


Final Deficit 4 36,423,000 


To cover this deficit power had already been given to borrow 
£43,000,000, thus leaving a surplus for contingencies of over 
£6,000,000. 

In less than five months the Chancellor of the Exchequer was 
compelled to ask Parliament for more money. Accordingly, on July, 
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27, a supplementary estimate of £11,500,000 was presented, of which 
£7,440,000 were for the South African War. To cover this and 
certain other supplementary grants, £13,000,000 were borrowed by 
an issue of Exchequer bonds. The second supplementary estimate 
of the year was presented on December 11, and included £13,500,- 
ooo for war charges, £1,000,000 for the “new Transvaal police,”’ and 
£1,000,000 for repair of railways, etc., damaged in consequence of 
the war. After some quibbling over the sums properly chargeable 
to the war account, it was finally decided to include the whole 
£15,500,000 under war expenditure. To meet this additional charge, 
another £11,000,000 of Exchequer bonds had to be issued in March, 
1901. <A third supplementary estimate was issued on February 28, 
1901, amounting to £3,000,000 and making the total granted during 
the year for the war in South Africa £63,737,000. 

The summarized statement of receipts and expenditure for the 
year 1900-01 is as follows: 


Financial Statement, 1900-01 


Revenue: 
Land and House Tax............. 2,475,000 
Total Non-Tax Revenue ........... 20 823,0 000 
Expenditure: 
South African War..... £63.1 737,000 
Interest on War Debt.. 1,383,000 
— 
Deficit covered by borrowing...............e.0055: £ 53,207,000 


The Budget for 1901-02 was presented on April 18, 1901, and 
contained an estimated deficit of £55,347,000 for the year. Sir 
Michael Hicks-Beach introduced his proposals for meeting this 
deficit by calling attention to the alarming growth of ordinary 
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expenditure and to the fact that practically all the additional taxation 
imposed for war expenditure a year ago would be required for 
ordinary expenditure during the coming year. Moreover, he 
admitted that the practical limit-of productive taxation of beer, 
spirits, tea, and tobacco had been reached by his increased taxation — 
of the past year, as was shown by the fact’that, allowing for rushed 
clearances of dutiable goods just before the introduction of the 
Budget, practically all-the sources of revenue had fallen short of his 
estimates. In view of these considerations he thought the time had 
come to put the financial system of the country on a broader basis. 
| That he succeeded in doing this beyond a very limited extent will 
hardly be admitted. The following new or increased taxation was 
a, imposed : 
1. An increase of 2d. in the income tax, bringing it up to Is. 
. in the pound and estimated to yield £3,800,000 during the year. 
| 2. An import duty on sugar varying from 4s. 2d. per hundred- 
weight for refined sugar, down to 2s. per hundredweight for the 
lowest grade of raw sugar. The yield was estimated at £5,100,000. — 
3. An export duty on coal of ts. per ton estimated to yield 
2,100,000. These taxes will be discussed in more detail later on. 
Certain exemptions made in the coal duty before its final passage 
reduced its estimated yield by £800,000. 
The sinking fund was again suspended, 
£4,640,000. 
The estimates for 1901-02, showing what sources of revenue 
- were increased, may now be summarized as follows: 


amounting to 


Estimates for 1901-02, 
f 


REVENUB. 


and House Tax 
Income Tax 


Total Tax Revenue 
Total Non-Tax Revenue 


pie 
Total Revenue .... 


| 


Existing Basis. 


New Basis 


423,600,000 
33,100,000 
14,000,000 

8,000,000 
2,500,000 
30,000,000 


£ 30,800,000 
33,100,000 
14,000,000 

8,000,000 
2,500,000 
33,800,000 


£ 111,200,000 
21,055,000 
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£122,200,000 
21,055,000 


4 132,255,000 | 4 143,255,000 


Increase. 


47,200,000 


£ 11,000,000 


4&1 1,000,000 
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"Mouth Aftican 456,070,000 


Total South African 

Total Expenditure ............. 4 188,727,000 
Deduct Sinking Fund suspended...... 4,640,000 


To cover this deficit and provide for contingencies, £60,000,000 
_ were borrowed by an issue of consols. 
The next vote for the cost of the war was the grant of £100,000 
to Lord Roberts, in recognition of his services in South Africa, 
passed on July 31. This was followed, on August 6, by a civil =~ 7 
service estimate containing £6,500,000 for a grant in aid for the Gs ; 
_ Transvaal and Orange River Colony which was classed in the — 
official accounts as expenditure to be charged to the cost of the war. 
_ Finally on January 31, 1902, a supplementary army estimate of | 
_ £5,000,000, to defray additional expenses due to the war in South ~ 
Africa, was voted. In all, therefore, £67,670,000 were voted during © 


the vear for the war. 

. The actual receipts ‘and expenditure of the year Ig01-o2 may | 

now be summarized as follows: 


Financial Statement, 1901-02 


Revenue: 
Land and House Tax............. 2,500,000 


« 


Total Tax Revenue .............. £121,893,000 
21,105,000 
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Expenditure: 

Ordinary 4 122,325,000 
War in China 2,160,000 
South African War... .4£67,670,000 
Interest on War Debt.. 3,367,000 eae 


Total S. A. War 
Total Expenditure .... 
Deficit covered by borrowing 


In his Budget for 1902-03, which was presented on April 14, 
1902, Sir Michael Hicks-Beach was again confronted with a large 
deficit. The army estimates issued some time previously had put 
the war charge for South Africa at £39,650,000. There was also 
a civil service estimate of £1,800,000 for South Africa. These 
estimates, however, were based on the assumption that the war 
would be over in eight or nine months, and they contained no 
provisions for transportation home, gratuities to the troops, and 
other charges incidental to the close of the war. Accordingly, in 
his Budget speech, the Chancellor of the Exchequer said that while 
present indications seemed to point to an early conclusion of the 
war, he did not feel justified in basing his estimates on this hope. 
He therefore added £17,000,000 to the army estimates to cover the 
expenditure for the remainder of the year, together with £750,000 
for the South African constabulary and £750,000 for interest on the 
new debt to be created. This brought up the total for the war to 
£63,600,000, involving an estimated deficit on the existing basis of 
taxation of £45,324,000. 

To cover this deficit in part the following proposals were made: 

1. To increase the income tax by 1d., bringing it up to 15d. 
This was estimated to yield £2,000,000. 

2. To raise the tax on bills at sight, including bank checks 
from 1d. to 2d., estimated to yield £500,000. This proposal was 
withdrawn before the final passage of the finance bill. 

3. To impose a registration duty on imported corn of 3d. per 
hundredweight and on flour and meal of 5d. per hundredweight, 
estimated to yield £2,650,000. 

4. To suspend the sinking fund as before, amounting to about 
£4,640,000. 
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The the South War 
These proposals amounted together to £9,790,000 and sine: 
the deficit to £35,534,000. The estimates, on existing and proposed ~ 
taxes, are summarized as follows 


Estimates for 1902-03, 


REVENUE. | Existing Basis. Proposed Basis. Increase. 


32,700,000 32,700,000 

Estate Duty 13,200,000 13,200,000 
Stamps. . 8,200,000 8,700,000 
Land and House Tax 2,500,000 2,500,000 
- Income Tax 36, 600,000 38,600,000 


Total Tax Revenue 26,000,000 4 131,150,000 
Total Non-Tax Revenue ... 21,785,000 21,785,000 


= 
Total Revenue | 4 147,785,000 | £1§2,935,000| 45,150,000. 


Expenditure: 
Ordinary 129,159,000 
South African War £59, 200,000 
4,400,000 


63,600,000 
4 193,109,000 


40,174,000 
4,640,000 


435,534,000 


7 To meet this deficit in part an issue of £32,000,000 consols was 
_ made, the remainder being covered by the Exchequer balances. a 
For once the government estimates proved to be in excess of | 
the needs, and the close of the war on May 31, 1902, necessitated 4 
_ a revision in the estimates for the year. The charge for the South — 
African War was reduced by £17,000,000, leaving £42,200,000 to 
meet the expense of operations during April and May and the_ 
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various terminal charges, the latter being estimated at £28,000,000, 
The sinking fund, which had been suspended during the war, was 
renewed for the year 1902-03. These changes made the estimates 
for 1902-03 foot up as follows: 


Revenue .. 
Expenditure: 
Ordinary 
War in China 
South African War ....442,200,000 
Interest on War Debt .. 4,400,000 


Total S. A. War 


Total Expenditure 176,359,000 


Deficit 4 23,924,000 


This deficit was more than covered by the proceeds f the 
consols loan of April. 

To complete the estimate of the war charges for 1902-03, we 
must add the grant of £50,000 voted to Lord Kitchener on June 5, 


making the total estimated cost of the South African War during 
1902-03 £46,650,000. 


The War Taxes 


As has been shown, no radical changes in the revenue system 
were made in the year 1go0-o1. The legislation consisted merely 
in increasing the rates of existing taxes. The Chancellor was criti- 
cized for lack of financial resource in not accepting the opportunity 
then given him to rearrange the revenue system and to make certain 
needed improvements, notably in the beer license tax, the stamp 
duties, and in the grants in aid to local bodies. That lack of fore- 
sight was shown, seems to have been proved by the year’s revenue. 
In the Budget, presented at the beginning of the next year, it was 
admitted that the limit of profitable taxation of beer, spirits, tea and 
tobacco had probably been reached. Moreover, the yield of the 
stamp duty had been discouraging, having fallen £725,000 below 
the estimate, on account of “prolongation of the war and the prac- 
tical absence of business on the Stock Exchange.” Practically the 
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the former accounted for by the of customs 
excise payments amounting to nearly three and a quarter millions = 
of pounds which properly belonged to the revenue of the next — 

a [ year. The Economist also suggests that the income tax had been | 

collected with unusual severity during March, so that there would 

- doubtless be less in the way of arrears to be carried forward to the 
revenue of 1901-02. Evidently, then, the revenue system had not 
been improved by the legislation of the year. To quote from the 

— Economist, of April 6, 1901: “When allowance is made ‘for these a 

2 Pp exceptional causes of increase, it is pretty clear that the income 
_ proper of the past year, instead of exceeding the estimates, as a mere 
_ comparison of the aggregate figures would show, really fell short 
- of it, and that, owing to the pressure of augmented taxation and of © 

aha trade, the spring has, temporarily at all events, been 

taken out of the revenue.” fig 

Another cause of criticism of the taxation of the year was 

the heavy burden placed upon the income taxpayers, that tax, as has 

already been shown, being called on for more than half of the 


increased taxation. 
In the Budget for 1go1-02, the increased rates of the year 
before on beer, spirits, tobacco and tea were retained, the income 
tax rate was raised 2d., and two new taxes were introduced, viz, 
an import duty on sugar and an export duty on coal. There used 
to be a tax on sugar but it was given up “some twenty-seven years 
ago because it was troublesome to collect and hampering to busi-— 
~ness."*" No tax on coal of the kind proposed had been levied for 
fifty-five years. The sugar tax involved a good many technical 
complications, but these seem to have been met very well. The tax 
_ met with little opposition and has been a success financially. The — 
yield was £6,410,000 during 1901-02, which exceeded the estimate 
by £1,310,000, the reason for this large excess being, as explained 
to Parliament by Sir Michael Hicks-Beach, “that there were large 
forestallments on sugar in December, January, and February, in 
anticipation, perhaps, of an increased duty.” 
On the other hand, the coal duty, as proposed, met with very 
Serious opposition. Discussion and debate were carried on in Par- 
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liament and by the press for over two months, strikes were threat- 
ened by the coal workers, and the bill was not passed till the 
Chancellor of the Exchequer agreed to exempt from duty al! coal 
exported up to December 31, under contracts entered into before 
the date of the Budget, and also to give a rebate of the duty on the 
cheapest coal (that proved to be worth less than 6s. per ton, free on 
board). These concessions, which reduced the estimated yield of 
the duty by £800,000 seemed to satisfy the trade and practically put 
an end to criticism. This duty has also been a financial success, 
and it has not produced the evil effects prophesied of it. The yield = 
during 1901-02 was £1,305,000, slightly exceeding the estimate, a 
So far from reducing exports of coal or seriously affecting the 
English coal trade, the exports during the year, amounting to 
44,064,000 tons, exceeded those of any previous year except the 
record year of 1900-01. 

The other parts of the customs and excise systems remained 
weak during the year, most of the duties showing a decrease from a 
the estimates and from the receipts of the year before. The yield 
of the income tax was again very large, being £34,800,000, a full 
million pounds over the estimate. 

No financial legislation during the war has aroused such wide- 
spread interest and discussion as the corn duty proposed in the 
Budget for 1902-03. It will be impossible within the limits of this 
paper to more than indicate the main lines of that discussion. The 
tax is attacked mainly on the following grounds: (1) It taxes the 
minimum of subsistence of the people; (2) by raising the price of 
home-grown, as well as imported grain, it will take more from the 
people than the treasury will receive, the balance going to the benefit 
of a favored class; (3) it opens the way for a possible future attack 
on England’s free trade policy. Moreover, the duty may be used 
to give preferential tariffs in favor of the colonies and so aid in 
bringing about some form of Imperial customs union, and it is 
claimed on good authority that this is the government’s real motive 
in imposing the tax. 

The friends of the tax affirm that it is too small to place any 
appreciable burden on the poor or to lead to the cultivation of new 
tracts of land in England. All are eager to deny any protective 
- tendencies in the duty or any ulterior motive behind it. No strong 
or united opposition developed against the tax either in the country 
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criticize this increase do not deny the fact that the income tax is a 


_ This is shown by the following 
war charges, 


proper source for extra revenue in time of war or other emergency ; 


in fact, it is on this very ground that they base their complaint. 


This use of the income 

tax to swell the revenue during times of temporary emergency is _ 
regarded as one of its main functions. 


But while the South African — 
War has been going on, the ordinary expenditure of the govern- | 


During the Crimean War the rate rose to 1s. 4d., 1d. higher than 

the present rate, but that was a temporary war rate and was ener iki 

naeeny reduced when peace was restored. 


ment has been increasing at such a rate that the three successive _ 
additions to the income tax cannot be regarded as temporary meas- 
ures but have become necessary to cover ordinary expenditure. 


expenditure, 


table which gives the ordinary 


and revenue for a number of years. | 


- Interest on war debt is included in ordinary expenditure since it 
War charges include the 


1879-80 


is not stopped by the close of the war. 
in China. 


The Growth of Ordinary Expenditure oe 


Ordinary 


Expenditure 


War Charges. 


1889-90 ... 


1896-97 . 
1897-98 
1898-99 
1899-1900 
Ig00o-o1 . 
IgOI-o2 
1902-03° 


8 Estimated. 


482 ,185,000 
86,083,000 
101,477,000 
102,936,000 
108,150,000 
110,723,000 
116,355,000 
125,692,000 
133.809,000 


423,000,000 
67,237,000 
69,830,000 
42,600,000 


Revenue. 


479,344,000 

89,304,000 
103,950,000 
106 614,000 
108 ,366 
119,840,000 
130,385,000 
142,998,000 
152,435,000 


The Financing of the South African War 
in Parliament and it was passed with a few unimportant modifica- — 
id a The income tax was again raised in 1902 by 1d., and in this Bo” 
b connection there was a renewal of the criticism which met the ae 
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The same facts are shown in the accompanying chart. 


460 
‘sv 


/¥o 


2, 


1879-%o 1889-30 96-7 Moo-/ Moars 


The above tables show the remarkable growth of ordinary 
xpenditure and also bring out the fact that since the beginning of 
the war the ordinary expenditure of each year is not far behind 
the revenue of the preceding year. Even as it is, the table puts too 
favorable a light on the matter, for the ordinary expenditure has 
been kept down during the war by suspending the sinking fund, to 


the amount of over four and a half million pounds. This is really — 
a part of the ordinary expenditure and it has been resumed since the | 


war closed. Adding this sum (see chart) makes the ordinary ex- 


penditure of 1900-01 exceed the revenue of the year before, while _ 


the ordinary expenditure of 1901-02 almost exactly balances the 
revenue of the previous year. If the growth of ordinary expendi- 
ture goes on at the rate of the last three years (increasing about 
£8,000,000 annually), it will take only about two years to come to 
the point where all the existing sources of revenue will be required 
to meet ordinary expenditure. Thus the additional taxation laid 
each year ostensibly for war charges is being practically required 
to balance the ordinary expenditure of the year following, and hence 
the justice of the complaint against the heavy increase of the income 
tax. 


The following detailed statement of the articles taxed and the 
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Revenue from New Taxes Imposed for the War. 


| 
1900-01. 1901-02, 1902-03.4 


Additional Duty.| 


} 


2d per Ib | £2,091,000 41,917,000! £2,150,000 £6,158.000 
4d. per lb 1,185,000 | 1.333,000 3,929,000 
od, per gal..... 7. 214,000 | 219,000 650,000 
45. 2d. per cwt..! 6,350,000 4,850,000 11,200,000 
is per tonexp 1,305,000 2,100,000 3,405,000 
3d.& 5d.percwt 2,650,000 | 2,650,000 


43,719,000 | £10,971,000 £13,302,000 | £27,992,000 


1s. per bbl £1,778,000 | £1,773,000! £1,800,000 45,351 000 
6d. pergal. ....| 917,000 857,000 | 881,000 2,655,000 
4d.in 1900-1... 


2d. more in'o1-2 7,641,000 14,136,000 17,600,000 39,377,000 


150,000 


60,000 90,000 | 


| 
£10,336,000 | £16,826,000 | $20,371,000 £47,533,000 


£14,055,000 427,797,000 £33,073,000 | 475,525,000 


The Government Borrowing. 


As already referred to incidentally, the borrowing for the 
South African War expenses has taken four forms, viz, treasury 
bills, Exchequer bonds, consols and the “National War Loan.” 
The first borrowing took place in November, 1899, when £3,000,000 
of treasury bills were issued. Before the close of that fiscal year 
£5,000,000 more were issued and another £5,000,000 were issued dur- 
ing 1900-01, making a total of £13,000,000 borrowed by this form of 
obligation. On March 31, 1899, that is before any borrowing had 
been done on account of the war, there were outstanding £8,133,000 
of treasury bills. The war borrowing has brought this sum up to a 
little over £21,000,000. These bills are all issued for periods of 
three, six, nine, or twelve months and as they have generally been 
replaced by fresh issues as fast as they fell due the amount outstand- 
ing has been kept pretty nearly constant. On March 1, 1902, there 
were exactly £21,133,000 outstanding. This continued renewal has 
necessitated the placing of from one to three millions of treasury bills 
on the market nearly every month. The number of applicants and the 
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revenue obtained by the war taxes is taken from a Parliamentary 
which appeared on April 30, 1902: 
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average discount rates have fluctuated considerably, depending 
mainly on the condition of the money market and the prevailing 
discount rates. 

The first loan other than by treasury bills was made in March, 
1900. It took the form of a “National War Loan” of stock bearing 
234 per cent interest and redeemable at par in ten years, that is, on 
April 5, 1910. The issue price was fixed by the government at 98%, 
The success of the loan was enormous, the total amount applied for 
being £335,000,000, or more than ten times the amount to be allotted, 
and the stock was immediately quoted at a premium on the Ex- 
change. There was some criticism of the form of the loan and 
complaint that the government had not obtained better terms. At 
the time the issue was announced, consols were quoted at 101, and 
consequently 981% seemed a low price to be set on the new stock, 
especially as the interest rate on consols falls to 2% per cent in 
1903, while the new stock will pay 234 per cent till redeemed in 
1910. Undoubtedly the success of the loan shows that the govern- 
ment might have obtained better terms, but this could not have been 
foreseen, and there was great risk involved in putting the price too 
high. The aim of the government was to issue a popular loan on 
such terms that there would be a great demand to take it on the 
part of the British public, in order to show to the world that the gov- 
ernment was well able to finance the war and had the confidence of 
the nation behind it. Engiand, at this time, was being watched by 
Europe in no friendly spirit, and the loss of prestige resulting from 
a feeble response to the loan would have been serious. The reason 
that the loan took the form that it did, instead of being floated by 
an issue of consols, was mainly that the Chancellor of the Ex- 
chequer wanted to be able to pay it off at par at an early period, 
as he anticipated that consols would rise considerably above par 
again at the close of the war. The general opinion as to the wisdom 
and success of the loan was very favorable. 

sv the middle of the year it again became necessary to borrow 
money, and before the close of the fiscal year, 1900-01, three loans 
had been issued, all taking the form of Exchequer bonds, and 
amounting in all to £24,000,000. In August, 1900, £10,000,000 
Exchequer bonds were issued, bearing interest at 3 per cent, repay- 
able at par in three years (August 7, 1903). The issue price was 
fixed at 08. The attitude of the government with respect to this 
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Joan is in marked contrast with its position in the case of the war 
Joan issued in March. Then an appeal was made to the patriotism 
of the people in order to show to the world Great Britain’s financial 


strength, and certainly no fault could have been found with the 


before advertising for applications from the public has taken the 
_ precautionary measure of arranging with certain Anglo-American 
firms to place half the loan in the United States. In answer to a 
i question in Parliament, the Chancellor of the Exchequer explained 
this action thus: “Before settling what the issue should be, I had 
endeavored to ascertain by the usual confidential inquiries whether 
- the terms I felt justified in giving would be likely to attract sub- 
- gcribers here. I received such very moderate encouragement that 
I accepted an offer made to me by leading Anglo-American houses 
in London to place half the issue in the United States on the terms 
I had decided to offer it here.” The lists of applications were closed 
on the same day on which they were opened, as soon as the neces- 
sary amount had been applied for. The Chancellor of the Exchequer 
met with considerable criticism for his lack of confidence and for 
other circumstances connected with the loan. 

A second issue of Exchequer bonds was made in November, 
1900. The amount was £3,000,000 bearing interest at 3 per cent 
and redeemable in five years (December 7, 1905). The price was 
not fixed in advance by the government, but the bonds were allotted 
to the highest bidder in the same way as an issue of treasury bills. 
The average price realized was £98 2s. 1od., being thus more favor- 
able to the government than the price fixed for the issue in August. 
The applications amounted to £6,263,500. The third issue of 
Exchequer bonds took place in February, 1901: £11,000,000 were 
issued, bearing interest at 3 per cent and repayable at par in five 
years (December 7, 1905), thus ranking exactly the same as the 
last issue. The amount applied for was £25,390,700 and the average 
price obtained was £97 5s. 4d., a considerable drop since the last 
issue, less than three months before. 

Thus far the borrowing had all been by means of additions to 
the unfunded debt. But when in April, 1901, it became necessary 
to provide for an estimated deficit of over £40,000,000 it was recog- 
nized that to obtain so large a sum by any form of temporary bor- 
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rowing was not wise. Consequently, the £60,000,000 which were 
needed, were obtained by an issue of consols. The stock was to 
_ rank the same as the existing consols which bear interest at 234 per 
cent till 1903 and then at 2% per cent till 1923, after which they may 
be redeemed as Parliament shall direct. Before advertising for 
subscriptions, half of the loan was allotted to banking houses as 
_ follows: £11,000,000 to N. M. Rothschild & Sons, £10,000,000 to 
J. S. Morgan & Co., and £9,000,000 to the Bank of England. The 
remaining £30,000,000 were offered for public subscription at the — 
price of 94%. Payments were to be made in monthly installments, 
the last payment being on December 5, 1901. As before there was 
some criticism of the private placing of half the loan, but on the 
whole, the Chancellor of the Exchequer is thought to have acted 
wisely in taking this precaution. The popular subscription was very 
successful, the £30,000,000 being subscribed for six or seven times 
over. 

No further borrowing was necessary till the beginning of the 
next fiscal year. On April’ 16, 1902, public subscriptions were 
invited for £16,000,000 of consols, being half of an issue of £32,000,- 
000 authorized by Parliament. The other £16,000,000 were placed 
in advance with American and British banking houses. As before, 
the consols were to rank with the existing 234 per cent stock, 
dropping to 2% per cent in 1903 and redeemable at par in 1923. 
Payment was to be made in monthly installments, the last install- 
ment being due on October 9, 1902. The price fixed was 93%. 
There was a tremendous rush to obtain the stock and the loan was 
largely oversubscribed. The stock was immediately quoted at a 
premium. 

The war borrowing is summarized in the following table: 


, 
Summary of Government War Loans 4 


1899-1900. 1900-01. 


Treasury Bills......... £8,000,000] £5,000,000 £13,000,000 
National War Loan 30,000,000 30,000,000 


Exchequer Bonds. ..... 24,000,000 24,000,000 
£60,000,000 | £32,000,000 92,000,000 


£60,000,000 | £32,000,000 £159,000,000 
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The main details of the war loans, other than by menas of | 
treasury bills, are given in the following table: 


Details of the War Loans (Except Treasury Bills) 


or Form of Loan. | Am’t Issued. Price. | Net Proceeds.| Time. | Rate., 
= | -| 
goo. Mar. Nat'l War Loan..| £30,000,000 | 98§..... £20,519,000 10 years} 2%% 
Aug. | Exchequer Bonds 10,000,000 | 98....... 9,790,000 | 3 years 3% 
— ygoo. Nov. | Exchequer Bonds 3,000,000 | 98 2s. 10d. | 2,044,000/| § years 349 
Feb. | Exchequer Bonds 11,000,000 | 97 5S. 4d. . 10,689,000, § years 
254% 
ago1. Apr. | Consols......... 60,000,000 | 944..... 56,553,000 to 1923 and 
24% 
2 4% 
Apr. | Consols ......... 32,000,000 | 934..... 29,920,000 to 1923 and 
| 244% 
| 


As was to be expected the heavy borrowing of the British Gov- 
ernment during the past three years has caused a considerable decline 
in consols and other government securities. It must not be con- 
cluded from this, however, that the credit of the government has 
been impaired. There is nowhere the slightest evidence that Eng- 
lishmen have had their confidence in the national credit shaken. 
There has been plenty of feeling against the war, growing impa- 
tience at the inefficiency and mismanagement of the authorities, but 
nowhere any uncertainty as to the ultimate ability of the nation to 
conquer its enemies and pay its debts. We will attempt to point out 
briefly some of the main forces which have brought about the recent 
decline in consols. To show the movement during the past six years 


of 


the following table is given: hen 


Prices of Consols at Selected Dates 


1133 | End of October, 1899 ......... 104} 
OF July, 2898... 111} | End of November, 1899 ....... 
End of February, 1899........ | Had of July, t900 ............ 

End of March, 1899........... 110% | End of January, r9or......... 

End of May, 1899 ............ 109} | End of July, 1901 ............ 93 
End of June, 1899 ............ 107; | End of November, roor ....... 

End of July, 1899 ............ 1063 | End of January, 1902......... 

End of August, 1899.......... 105% | End of March, 1g9o02........... 

End of September, 1899....... 104} | End of June, r902........... 96 


In the first place it will be seen that the decline in consols had 
been going on for some time before the war was thought of. The 
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first date taken for comparison is July, 1896, which was the cul- 
mination of a long period of shaken confidence due to the Baring 
collapse in 1890. For several years conservative investors had 
refused to put funds into any but the most absolutely secure stocks, 
with the result that the prices of such stocks were unnaturally 
inflated. Therefore the high price of consols in 1896 was due to 
exceptional causes and it is only natural that as confidence in other 
investments was gradually restored, the price of consols should 
fall to a more normal level. This reaction was helped by the great 
business activity of 1898 and 1899 which offered large opportunities 
for investment at high rates of interest, leaving less demand for 
securities bearing a low rate, such as consols. This will account, 
in part, for the accelerated decline in the first half of 1899. 

Another cause, wholly independent of the war, is the approach 
of the time when the interest rate of consols drops automatically 
from 234 per cent to 24 per cent. This takes place in 1903, and 
as that date approaches consols naturally lose some of their value 
as profit-yielding investments. Again, in April, 1899, the sinking 
fund devoted to the redemption of the national debt was arbitrarily 
reduced by £2,000,000 which were applied to current expenses. This 
sum would otherwise have been expended, wholly or in part, in the 
purchase of consols by the government and its diversion to current 
expenses reduced the demand for consols by just so much. 

Thus far the forces tending to lower the price of consols which 
have been pointed out have had no connection with the war. The 
war itself has exerted an influence in several ways. In the first 
place, the large surplus revenue of the year 1899-1900, which would 
ordinarily have been spent by the government in the purchase of 
its own securities, was devoted to military expenditure, thus reduc- 
ing the demand for consols and consequently their price. In a 
direct way the war has affected the market for consols by the 
additional government borrowing which it has necessitated. In 
all, the government has borrowed £159,000,000 for war expenses 
and these loans have had an important influence on the demand for 
capital during the past three years. Of this sum, £92,000,000 have 
been in the form of consols and of course have had the most direct 
influence on their price. But the part borrowed by other means 
has not been without influence in decreasing the supply of avail- 
able capital and so making it necessary for the government to 


[552] 


78 The Annals of the American Academy 
+ 
\. 
: 
| 
“4 
4 
a? | 
od 
Ry 
2 d 
| 


Financing of the South African War 


give better terms. But the market does not wait for a loan to 
be actually made. The probable bearing of any military move- 
ment on the financial position of the government is at once dis- 
counted and its effects seen in the stock quotations. Throughout 
the war there has been a pretty constant tendency for the prices of 
consols to rise or fall according as the news from the field was 
favorable or unfavorable to the British arms. A reverse meant 
more fighting, delayed the close of the war, and made probable more 
government borrowing to pay the bills. A victory had the opposite 
effect, decreasing the probable need of the government for further 
borrowing. 

The action of the law of supply and demand on the prices of 
government securities is seen in the quotations of consols at the 
time of the issue of the war loan in Igoo and also at the issue of 
the supplementary war loan in February, 1901. In both cases, 
as it became evident that the government would have to borrow 
considerable sums, and before it was known what form that bor- 
rowing would take, consols declined, but they rose quite sharply 
as soon as it was learned that the loan would take some other form 
than consols. This is shown still more plainly at the time of the 
issue of £60,000,000 of consols in April, 1901. As in the other 
two cases, consols declined steadily for some time before the loan 
was made, and the announcement that this time the loan was to 
take the form of consols caused a still further drop. At the same 
time other government stocks were gaining, local loans advancing | 


te a full point during April and war loan stock making a slightly 
smaller advance. This indicates that the fall in consols was caused © 


by the expected increase in their amount and not by the fear that the | 
government credit was being weakened. Finally, the eagerness 
with which all the government loans have been subscribed for, even 
by foreigners, shows that they have always been considered a thor- 
oughly safe investment. Since the close of the war, consols have 
risen several points but it is not at all likely that they will again 
reach the high figure at which they were quoted in 1806. 


General Summary of Cost of War and Provisions to Meet It 


Up to this point the figures given have been those of the official 
accounts and estimates. But in order to obtain a statement of the 
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= total cost of the war we must add one item which the official 
= accounts omit. This is the expense of issuing loans, including 
discounts. In the case of treasury bills this is accurately shown as 
the bills appear on the accounts at their face value while the dis- 
counts appear as interest charges on the expenditure side. In the 
case of all other loans, however, only the net proceeds appear on the __ 
accounts, although all were issued at a discount and their full par c 
value must be eventually paid by the government. Therefore to the — 
_ cost of the war for each year, as already given, must be added the 
difference between the par value and net proceeds of the loans, 

— (other than by treasury bills), made in that year. This includes 

‘ened in the issue price, cash discounts for anticipatory payments 
_* installments, and miscellaneous expenses of floating the loans, 


The discounts on the various loans are shown below: “¢ = 


| Par Value. Net Proceeds. |’ Discount. 
War Loan Stock (1900) ....| 430,000,000 £29,519,000 £481,000 
_ Exchequer Bonds (1900 and 

(t908) 60,000,000 | 56,553,000 3.447,000 

Consols (1902) ............ 32,000,000 | 29,920,000 | 2,080,000 ae 


In the following table the total cost of the war for each year — 
is made up of the three items, supply services, interest on war debt, 
and discounts on loans. It does not pretend to take account of any 
charges that may run on after the present fiscal year, such as 
interest on the war debt, which of course will continue till that debt 

is redeemed. The cost for 1902-03 is estimated, the figures being 
those of the official estimate issued in June after the close of the 
war, with the addition of the £50,000 granted to Lord Kitchener 
later in June. 
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Four Years 


thus: the 


from three sources, viz: 
tion, and by borrowing. 


657,000 367,000 46,585,000 | £212, 609, ooot 


surplus of revenue over 


Supply Services. Interest. 
1899-1900....... 423,000,000 | £217,000 | ......... 423,217,000 
63,737,000 1,383,000 41,058,000 66,178,000 
I1g0I-O2........ 670,000 3,367,000 | 3,447,000 74,484,000 
1902-03.....-.-- 2,250, 000 4,400, ooo 2,080 48,730,000 


wy The average cost per year was £53,152,000. 

The necessary funds to pay for the war have been secured 
by suspending the sinking fund, by taxa- 
The amount under each head is obtained 


each year is considered as made up of two parts: (1) the sus- 
pended sinking fund, the exact amount of which is known, and (2) 
the tax revenue devoted to the war charge of the year; the balance 
of the war charge must necessarily have been met by borrowing. 
As we are concerned only with the South African War, the charge 
for the war in China is considered ordinary expenditure in this con- 
nection. The following statement shows how the war expenditure 


has been met: 
Provisions to Meet the Cost had the Wa ci) 
YEAR Suspended Taxation. Borrow Total 
Sinking Fund. ° rowing. otal. 
334,000 | £13, 000 423,217,000 
IQOO—-O1....... ra 547,000 7,366,000 | 54,265,000 66,178,000 
IQOI-O2...... 4,681,000 13,832,000 | 55.971,000 74,484,000 
22,676,000 26,054,000 48 730, 000 
| 
Four Years... 49,228,000 | £53,208,000 | £150,173,000 | hors ,609 ,000 


For purposes of comparison it will be of interest to divide the 
provisions to cover the war expenditure into two parts by combining 


SIf to this be added the “extraordinary” increase in “ ordinary" expenditure, about 
£28,143,000 directly traceable to the war, aid the amount which it will cost before the govern- 
ment is again reduced toa peace footing, a conservative estimate of which is £25,000,000, the 
total cost of the war will be no less than £265,000,000, besides increased future interest 
charges, pensions, etc.—{ Ep1ror.] 


ordinary expenditure for 
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_ the first two columns of the above table under the single head of 
taxation as follows: 


| 
YEAR. Taxation. Borrowing. Total. 
1899-1900 ..... £9,.334,000—40% 4 13,883 ,000—-60% 423,217,000 
IQOO—-OT ....... 11,913,000—18% 54,265 —82% | 66,178,000 
18 513 ,c0oO—25 % 55,971 ,000—75 % 74,484,000 
1902-03 ....... 22,676 ,.coo—47% 26 ,054,000—53 % | 48,730,000 
Four Years ....| 4£62,436,00o—29% |4150,173,000—71% £212,609 ,000 


It may be of interest to compare the above figures with the 
corresponding figures for other wars of Great Britain. The fol- 
lowing table* shows the total cost, the parts met by taxation and 
borrowing respectively, and the average annual cost of all the prin- 
cipal wars in which England has been engaged since 1688. The 
method used in this table to compute the war cost is slightly differ- 
ent from the one used in the case of the South African War, but — 
this will nowhere make a difference of more than I per cent and so _ 
will not affect the value of a comparison. ! 

If we consider total expenditure, the South African War is the 
most expensive war that England has ever waged, with the single 
exception of the twenty-three years’ war with France (1793-1815), 
the gross cost of which was nearly four times that of the South 
African War. The present war, however, will have cost over twice 
as much as the war with the American Colonies, two and a half 
times as much as the Seven Years’ War, more than three times the — 
cost of the Crimean War, and from four to fifty times that of any — 
of the other wars. Taking the duration of the wars into considera- 
tion, the South African War is by far the most costly war that Great 
Britain has ever been engaged in. The average annual cost of 
the present war is over £53,000,000. The war with France (1793- 
1815) cost £36,150,000 per vear, or about 68 per cent of the annual 
cost of the South African War; the Crimean War cost about £35,- 
000,000, or 65 per cent ; the Seven Years’ War and the War with the 
American Colonies cost each less than 20 per cent; and no other war 
has come up to one-tenth of the average annual cost of the South 
African War. 


6 Parliamentary Papers, 1868-69, Vol. XXXV, Part II, p. 709. 
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As regards the proportion of cost met by taxation and borrow- 
ing respectively, the comparison is not quite so striking. Up to 
1793, with the single exception of the four years’ war with Spain 
(1718-1721), there is observed a growing tendency to place more of 
the burden of war expenditure on borrowing and less on taxation. 


Practically the whole of the expenditure of the war with the Ameri- 
can Colonies was met by loans. When we come to the twenty-three 
years’ war with France (1793-1815), however, we find nearly half 
of the cost met by taxation, and in the Crimean War 43 per cent of 
the expenditure was provided out of revenue. In comparison with 
the last two wars, the only important ones within the last one hun- 
dred years, the financing of the present war shows a rather small 
reliance on taxation. In fact, since 1688 only two wars, the Seven 
Years’ War (1756-1763) and the war with the American Colonies 
(1776-1785) have had so small a part of their cost met out of 
revenue. 


Haven, Conn. 
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THE WORK OF THE PROMOTER 


Every week of the year deposits of minerals are discovered, 
franchises are obtained, patents are granted. Railway extensions 
are constantly bringing land, timber and coal into the market— 
increasing population offers a basis for water, light and transporta- 
tion plants. New inventions stimulate new wants and these wants 
in their turn produce new means of satisfaction. The field for 
investment, either in new enterprises, or in the extension and diversi- 
fication of established industries is infinitely various. To take but 
one field, the production of power, we find a vast range of oppor- 
tunity for profitable investment. We have first of all the mechani- 
cal draft and the mechanical stoke, the use of superheated steam to 
reduce condensation, the inside firing boiler to prevent radiation 
through the fire-box, the steam turbine to utilize the direct pressure 
of steam, and the various devices which purify the water before it 
goes into the boiler, and to cleanse it for future use by condensing 
the exhaust steam. In other divisions of the field of power we have 
the development of electrical power transmission, which is bringing’ 
into the field of investment a large number of water powers which 
until recently were worthless and wasted, and we have the general 
introduction of the gas engine which promises not only to solve the 
question of the small power plant, but to double the efficiency of coal 
by using it in two forms, coke and gas. In other fields similar 
opportunities are multiplying. Improvements long since discovered 
are forcing themselves into general notice. New improvements are 
attracting instant attention. Never before in the world’s industrial 
history has man increased his conquest over nature at such a rapid 
rate and simultaneously in so many fields. 

These opportunities for production of wealth are opportunities 
for the investment of money, since the investment of money is in 
the vast majority of cases, either directly or indirectly the produc- 
tion of wealth. The investor buys $50,000 of railway bonds. With 
the proceeds the railroad replaces a wooden trestle with a steel 
bridge. Over this bridge it can run a heavier train load which it 
obtains by the lower rate, which the decrease in operating cost 
resulting from that heavier train load makes possible. The lower 
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rate enables the farmer to turn a part of his grazing land into 
wheat, and so eventually and indirectly the $50,000 which was 
invested in the railway bonds has increased the supply of wheat on “ae 
the world’s market. This increased production of wealth, therefore, : 
was made possible by the purchase of the bonds which the investor ie. 
bought, because of its increased earnings the railroad could pay him vi. 2 
4 per cent. Without the investment of money increased production Bey 
would be impossible. Upon the investor rests the responsibility of = 
increasing the wealth of the world. As he directs his funds, this way = 
or that, to railroads, cotton mills, irrigation or ship-building, the pro- a 
ductive energy of society is exerted in this or that field of enterprise. — 


This office of investment is variously performed. Men may | 
invest or capitalize their own savings. The farmer devotes $1,000, 
half the proceeds of his last wheat crop, to the purchase of nitrate 
fertilizer. The New England cotton manufacturer invests his sur- 
plus earnings in a South Carolina mill where cheap power, labor and e 
material invite development. The Bessemer steel maker adds an a 
open hearth furnace to his equipment and takes advantage of a : 
large supply of scrap iron. The Pennsylvania coal operator or lum- s 
berman buys the cheap coal and timber land of the South. Every 
producer is continually devoting his surplus funds to enlarge his 
enterprise along lines with which he is familiar as the opportunity 
presents for greater profits or as competition forces. He may occa- 
sionally branch out into other fields, as when the farmers of a 
locality erect a flour mill or saw mill or open a stone quarry, or 
where the carriage-maker goes into the manufacture of automobiles, 
or a railroad may spend a portion of its surplus in purchasing a coal 
property along its line. In these investments, producers extend their 
business out of their profits and with their own funds. More new 
wealth is produced by this form of investment than by any other. 
Every industry is constantly growing from within, as the biologists 
would say, by intusception, out of the profits of the past, the indi- 
vidual producers are making innumerable ventures of their money 
into untried fields in enterprises where they alone stand to win or to 
lose, and where they act from personal knowledge of the oppor- 
tunity. 
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Work of the Promoter 


A second class of investors there is, which may include the 
members of the first class, but who are actuated by different motives 
and who act in a different way. These are also in possession of sur- 


plus funds from the employment of which they wish to obtain a 
profit and they are ready to buy the stock of any corporation which 
gives them an assurance of satisfactory return. They are in the 
market for any securities which they consider to be a safe and profit- 
able investment. The members of this class are not, as a rule, in 
close touch with the industries whose securities they buy. A leather 
merchant invests in steel, a banker in railroads, a retail dealer in 
mining stock, not usually because he desires to identify himself 
with the business in which he invests, so far as to give it his close 
personal attention and to assist in its management, but solely that 
he may share in its profits. Included in this class are all investment 
institutions and managers of trust funds, who take no active part 
whatever in the numerous enterprises whose securities they hold. 
The importance of this vicarious interest in industry is steadily 
increasing, as production is carried on on a larger scale, and as it 
therefore becomes increasingly difficult for a few men to combine a 
sufficient amount of capital for the inauguration of a new enterprise, 
or the development of an enterprise already established. Twenty 
years ago timber was readily accessible and a few thousand dollars 
would build a saw mill. A half dozen farmers, by combining their 
savings, could start in the lumber business. To-day, a well-equipped 
saw mill may cost $100,000 and added to this must be the expense 
of perhaps twenty miles of railroad to reach the timber. The assist- 
ance of outside capital is becoming every year more essential to the 
development of any industry or the exploitation of any resource. 


The Technical Aspects of Promotion 


The proprietors of this outside capital, as we just now observed, 
know little or nothing about the technical aspects of the industries 
into which they put their money. They are acquainted with these 
industries merely as sources of profit. If they can be given satis- 
factory assurances that profits will be forthcoming from a proposed 
development, they are willing to invest money to that end. They 
will not, however, devote themselves to searching out and preparing 
the propositions into which, when once discovered and prepared, they 
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are willing to put their money. This attitude of mind of the general 
investor necessitates the promoter. The promoter, then, is the man 
who discovers and “assembles” the proposition for the investor, who 
then, if satisfied with the prospect of profit, provides the fund for its 
development. The promoter may be, and not infrequently is him- 
self engaged in the industry which he proposes to extend or to 
develop in some other locality. In this case, his proposals are more 
favorably regarded by the investor who justly considers that the | 
promoter is well qualified to judge of the merits of the proposition. 
Mr. John W. Gates, who was associated almost from the beginning 
with the wire industry of the United States, was a promoter of this 
class. In projecting the Federal Steel Company and the American 
Steel and Wire Company, he spoke with the voice of authority. On 
the other hand, and this is more often the case, the promoter may not 
be particularly conversant with the practical and technical affairs 
of the industry. The limitations of practical knowledg@ may be 
illustrated by those promoters who make a specialty of certain lines 
of industry, for example, street railways. A successful street rail- 
way promoter will usually have a very keen and trained judgment 
regarding street railway statistics. He will know the exact per- 
centage which operating expenses ought to bear to total income 
under given conditions, and of the cost per mile for running cars, 
and he will be able to analyze with intelligence the statistics of opera- 
tion and construction, but beyond this he would be unlikely to have 
any practical knowledge, relying upon the judgment and estimates 
of reputable engineers to supplement his more general information. 
Judge William H. Moore, for example, who has within recent years 
promoted several large steel corporations, is understood to have had 
but little practical knowledge of the steel industry. The profes- 
sional promoter, and it is with him that this study is chiefly con- 
cerned, in forming his judgment, relies largely upon the trained 
judgment of experts, civil, mining, mechanical or electrical engi- 
neers, lumber viewers, chemists, geologists, metallurgists, machinists. 
These experts, whose income depends upon their accuracy, 
give him the necessary technical information about the propo- 
sition which he has in mind. They tell him if the coal seam is 
regular or faulted, if the proposed operation will be self-draining or 
if pumping machinery must be installed, if the coal is high or low in 
sulphur and silicon, whether it will make a strong or a weak coke, 
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or if designed for steam purposes, whether it will be high or low 
in ash. The professional promoter in the course of his business, 
and from his association with technical experts, must necessarily 
accumulate a great store of information, and his ability to make a 
technical judgment should constantly increase, but if he is in the 
promoting business, it is next to impossible that he should master 
all the sciences whose conclusions are put at his service by the 
experts whom he employs, and whose opinions he relies upon as an 
aid to convincing the investor. 


Financial Aspect of Promotion 


Given the technical information, there remains the field where 
the promoter must rely more largely upon his own ability, the finan- 
cial aspect of the proposition. Will it pay? In the case of a coal 
mining proposition, he must determine the price per acre at which 
the land can be purchased, the rates of freight which will be charged 
and the price which can be obtained at the different markets. He 
must consider the labor conditions of the region, the laws of the 
state regulating the company store, the attitude of the railroads 
toward an independent enterprise. To spend but a moment upon this 
last point as illustrating the supreme importance of the promoter’s 
judgment—if his property is located on competing lines, he can look 
for substantial concessions in rates, but on the other hand, he knows 
that these favorable rates may flood the markets with low-priced 
coal in which there is small profit. If he has the facilities of a 
single line, he must consider whether either the company or its 
officials are interested in coal properties whose product will compete 
with his own, in which event in a slack market, his car supply may 
be suddenly abbreviated. He may also take into account the hold- 
ings in this road by another coal road in its bearing upon differen- 
tials. All these and a number of other points, the promoter will 
take into account in forming his judgment as to the probable success 
of his enterprise ; he will be the more careful if he has a record of | 
successful enterprises to strengthen his appeal to the investor. _ as £ 


ie The Methods of the Promoter 


_. Having formed a favorable judgment, having “discovered” the 
proposition, the promoter now proceeds to “assemble” it. To this 
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end, he must either purchase or secure the right to purchase within 
a fixed time and at a fixed price the property or privilege which he 
has determined to exploit, whether mine, patent, timberland or fran- 
chise. As a general rule, the method of option is the one usually 
followed as involving a smaller outlay of cash by the promoter, 
and implying a smaller loss in case his flotation should be unsuc- 
cessful. To continue our illustration: The promoter wishes to 
purchase 5,000 acres of coal land owned by perhaps fifty farmers. 
He goes into the district usually armed with a certificate of reputa- 
bility in the form of a local celebrity at $2.50 per day and expenses 
paid, and visits these farmers at their homes. He presents his pur- 
pose to them, assures them that he will be able to raise the money to 
develop his proposition, and asks them, for the sake of their mutual 
interest, and for a nominal consideration in hand paid, to sell him 
an option to purchase their property at any time within six months, 
at a price of say, $20 per acre. Various arguments may. be 
employed to influence a general assent to this proposition. The 
landowners may be shown that the value of the surface soil which 
will remain in their possession after the transfer of the coal, will be 
increased by the demands which a coal mining community will make 
for the produce of their farms. They may be offered the advantage 
of a railway which the opening of coal mines will bring. The hope- 
lessness of developing their own property may be pointed out to 
them, and as a last resort the promoter may threaten to “sew them 
up” by refusing to transport their coal over his roads. By employ- 
ing these or similar arguments, the promoter persuades the farmers 
to option or “lease” their land. As far as possible he keeps each 
owner in ignorance of the terms offered to his neighbors; a 
general diffusion of such information would cause a general raising 
of prices. In dealing with the well-to-do and intelligent farmers, 
he must often pay a high price for the option; the price named 
in the instrument is also high. The promoter submits to these 
onerous terms not merely because he wants the land of these hard 
bargainers who know just how indispensable their coal is to him, 
but also because he desires to use their names and influence with 
other owners. These higher prices are recovered in dealing 
with the more ignorant land owners who are greatly impressed 
with the representations of the promoter, and also by the 
fact that their richer neighbors have joined the scheme. It may 
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The Work of the Promoter gI 


even be necessary for the promoter to employ a little corercion 
in thee way of an alliance with the general-store keeper who _ 
may hold chattel mortgages and judgment notes against the recalci- 
- trant, powerful arguments when skillfully employed. The pro- 
i: - moter has now “assembled” his proposition. The owners have 
obligated themselves to sell to him at a price until the expiration of 
six months. He knows exactly how much the land will cost him 
and he has the land under his control. The next thing is to “float” 
it, that is to say, to raise the money necessary to develop it. To this 
end, the promoter forms a corporation whose capitalization, if he is 
- aconservative man, will be based on the probable earning power of 
the property, say $100 per acre or $500,000 of stock. This stock, to 
reserve the special details of the flotation to the discussion of the 
trust, he succeeds in placing at fifty cents on the dollar before the © 
- six months of his option have expired, either with investors who 
- wish to hold the stock, or with bankers and financiers who expect 
to sell at an advance. The investor and the banker purchase the 
stock because they have confidence in the promoter’s judgment, and 
are therefore influenced by his representations that the proposed 
undertaking will prove profitable. They may take the trouble to 
examine the expert reports on the property and will probably visit 
it under the guidance of experts. Their inquiries, however, are 
necessarily superficial, and they buy the stock either on the repre- 
sentation of the promoter or of some friend or banking associate in 
whose judgment they have confidence and who may have gone into 
the scheme on his own account. 

Out of the $250,000 which he realizes by the sale of stock, the 
promoter pays $100,000 for the land, $75,000 for development and 
working capital, and either puts the $75,000 remaining into his own 
pocket or divides it with the financial interests who have assisted 
him by advances. The foregoing represents a typical promotion. 
Similar enterprises are constantly being floated throughout the 
country, not only on mines, but on real estate, manufacturing enter- 
prises, on patents, water power, irrigation, timber and a great 
variety of resources. The details of each may vary from the form 
presented, but the essential principles are the same: (1) the securing 
of a right to purchase an opportunity to make money; (2) the 
capitalization of that opportunity at a higher figure than the price to 
be paid the original owner plus the funds required for development ; 
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and (3) the sale of this capitalization to the investor either directly 
or through the agency of middlemen for a sum of money exceeding 
the amount necessary to purchase and develop the resource which 
it is intended to exploit. This difference represents the promoter’s 


£ profit, the characteristic feature of corporation financiering. 


The Profits of Promotion 


What now has the promoter done to entitle him to this large 
profit? He has produced no coal; that is done by the company to 
which he turns over his options. Neither has he risked an amount 
of money in any way comparable to the profit which he has made. 
To obtain fifty options under the circumstances described may not 
have required an outlay of more than $5,000, and this is an outside 
figure. Judged by the canons of what is generally considered to 
be legitimate money making, the promoter has done nothing to 
entitle him to the $75%o00 profit which, out of a flotation of this 
size, he frequently takes. And yet the profits of the pro- 
moter are as legitimate as are the profits of any of the more familiar 
professions. The promoter is a creator of value. He brings into 
existence a means of producing wealth which did not before exist. 
By combining the control of a number of separate pieces of coal 
property into a fully equipped coal mining enterprise, he is able to 
offer to the investor an opportunity to earn say 12 per cent on his 
money ; in other words, to sell to the investor $500,000 worth of stock 
which can be depended on to pay dividends of 6 per cent, for $250,- 
000. Without this combination, in the hands of individual owners, 
without transportation facilities, and without modern equipment, the 
value of this coa], based on its earning power from the small dpenings 
which produce for the local trade, did not exceed $20 per acre. Com- 
bined under one ownership, connected with a trunk line railroad, and 
equipped for large operations, a value of $100 per acre is not 
excessive. This increase in value of $80 per acre is the result of 
the investment of $35 per acre—$z2o in the purchase of the coal and 
$15 in its development. In order to obtain the money necessary to 
purchase and develop his proposition, the promoter has been obliged 
to sell the opportunity which he controls at one-half its real value, 
i. e., at $50 per acre. Deducting the $35 which must be spent to put 
the coal on the market, there remains $15 per acre, or in all, 
$75,000 as the promoter’s profit, a profit differing in no essential 
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feature from the gains of the manufacturer who contracts ahead for 
his pig iron and takes advantage of a rise in the nail or wire market. 


The Service of the Promoter 


But it may be objected, why should the promoter be allowed to 
-make this large profit?) Why should it not be divided between the © 
~ farmer who owns the land and the investor who furnishes the money ? Nei uk 
- What is the justification for the promoter’s profit? The answer to ees 
- these questions lies in the nature of the transaction. The promoter ‘an es a 
‘4 is entitled to his profit because he has optioned coal at the value eae! 
which its owners placed upon it, and has sold his rights to another 
set of persons who place upon these rights a much higher value. The 
ge - farmers, except in exceptional instances, could not even organize 
their own proposition, much less finance it. Mutual jealousies, 
~ Jocal feuds, and overmuch mutual information about the character 
See financial standing of local individuals who might undertake this 
work would interfere with any general agreement. It would be 
=. found, for example, next to impossible to agree upon the proper 
price for different pieces of coal. Farmer A, whose land lies near 
the creek would insist upon a higher value for his property than 
Farmer B, whose coal is less accessible, while B, on his part, might 
cite, as a reason for disputing the justice of A’s claim, the fact that 
his coal had been opened in several places while nobody knew that 
A had any coal on his property. Farmer C, who owned land 
across the right of way of the proposed railroad, and who, therefore, 
_ considered his co-operation indispensable, might insist upon a price 
of $150 per acre, which would probably disgruntle his less favored 
and jealous neighbors and so defeat the scheme. The Brown 
_ family might refuse to go into any agreement with the Jones family, 
_ with whom one of the chiefs of the Brown clan has had a law suit 
of some years’ standing. Any one of a number of similar causes 
_ which might be cited would be sufficient to prevent the concentra- 
tion of control of these separate properties, which are of small value 
unless combined. Some one interest acting exclusively for its own ) 
advantage and dealing independently with each owner, is essential — 
the assembling of such a proposition. This interest may be 
local, and, as already noted, by means of local alliances, the task of ig f 
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nection, and who can reap his harvest of options during the pleasant 
weather of a first impression. It is the general experience of pro- 
moters that an outsider of imposing personality, pleasing address and 
experience in handling men, has usually much greater success in 
securing options than even a local squire or other celebrity whose 
standing in the community is of the best, but who is too well known 
to be allowed by his neighbors to make any money out of their 
property. 

Even if the farmers succeeded in getting their proposition 
together in the control of a selected committee or individual, they 
would have great difficulty in securing a financial connection. They 
would have to provide for expert reports on the property, and then 
to open negotiations with some financial interest with whom none 
of their members would probably be personally acquainted. After 
securing an introduction, they would present their proposition, 
probably in a lame and halting manner, which would not show that 
they possessed a comprehensive knowledge of the importance of the 
property in question to the general coal market. If the banker to 
whom they would naturally apply for funds, since they would have 
no connection with the investing public, was sufficiently interested 
to examine the proposition and to determine its value, he might take 
one of two ways to further his own advantage. He could either 
prolong the negotiations until the local contingent lost heart and 
withdrew, trusting to his own ability to obtain the options for 
himself, or he could compel the representatives of the owners 
co-operating to accept a price not greatly exceeding the face of their 
options, in which event, the financier would be the promoter one 
stage removed, and acting by deputy. It is evident, therefore, that 
the promoter’s profits on such propositions cannot be saved for the 
original owners of the coal. It is the same with any other proposi- 
tion. The proprietor of undeveloped opportunity is seldom in posi- 
tion to bargain to advantage for its sale. His best course is to put 
his property in the control of some promoter at a fixed price and for 
a definite time, contenting himself with effecting a sale not at a price 
which he thinks the property is worth, but the price which will repre- 
sent a fair return on his investment of brains or money. Any 
attempt on his part to promote his own scheme will probably end in 
failure. The failure of inventors to make more out of the sale of 
their patents is probably due more than to any other cause, to the fact 
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that they insist upon an excessive interest for themselves and are 
unwilling to offer sufficient inducements to those who might other- 
wise be disposed to promote their schemes. 

As for the investor participating in the promoter’s profits, this, 
in the nature of the case, is impossible. The investor is looking for 
a security which will produce as large an income as is consistent 
with the safety of his principal. As shown above, he is not likely 
to concern himself with the active management of those industries 
into which he puts his money. How much less likely is he there- 
fore, to abandon his regular business or profession to roam about the 
country in search of resources to develop. The investor of neces- 
sity assumes a receptive attitude. He is the customer to whom the 
promoter and the financier offer their wares. He buys on his 
opinion not so much of the merits of the proposition as of the repu- 
tation of those who offer it for sale. Even if the promoter should 
be compelled to take a profit of only $10,000 instead of $75,000 and 
should be required by law to leave $75,000 additional in the prop- 
erty, the investor would get no benefit. Suppose that this should 
be done and note the consequences to the investor. We must assume 
that the enterprise has been fully equipped with machinery and 
working capital, and with experienced and responsible promoters ; 
in this class of propositions this assumption would be generally cor- 
rect. We must assume, that is to say, that out of our 5,000 acres of 
coal land, a well-managed company is able to earn one year with 
another, $50,000 per year, 10 per cent on the capital stock, by an 
investment of $175,000. The law, however, compels the promoter 
to invest $65,000 more for the benefit of the company. This might 
be done in enlarging the scope of the enterprise, taking in more 
land and working a second shaft. The result of these enlarged 
operations, since the same equipment could handle a larger output, 
might be a total annual profit of perhaps $90,000 per year on the 
same capitalization as before, viz, $500,000, or 18 per cent. If the 
investor would pay—allowing the banker his profit—7o for a Io per 
cent security which the profit of $50,000 represented, he will pay 
126 for an 18 per cent security, represented by the larger profit of 
$70,000 due to the sequestration for the benefit of the company of 
the promoter’s surplus. On the first investment, allowing the pro- 
moter to take what remains after the proposition is fully equipped, 
the investor receives an income of 14.2 per cent, and on the second 
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‘investment, he receives the same amount, for the price which he will 
pay for the stock rises with the rate of dividend which it yields. The 
investor therefore could not profit by the curtailment of the profits 
~ al the promoter. The only result of such action would be that the 
net earnings and dividends of the company would be increased. The 
investor, however, would receive the same rate of income from 
investing $1,000 in a 10 per cent stock at 70, as he would receive 
a from $1,000 invested in an 18 per cent stock at 126. It is true that 
the community might be the gainer because a larger amount of coal 
might be produced from the larger investment. This conclusion, — 
however, rests upon two assumptions: First, that the original plans 
of the promoter were not large enough, since he could probably have 
capitalized his enterprise at $900,000 instead of $500,000 in case he 
considered that market and mining conditions warranted the larger — 
output of coal and, that the promoter will make an ineffective and 
wasteful use of the $75,000 profit which he takes out of the enter- 
prise and will not employ these funds in furthering new enterprises 
to which he may turn his attention. Neither of these assumptions _ 
is apparently well grounded. The promoter has, it is safe to say, | 
if he is a conservative and intelligent man, provided for as largea 
production as is warranted by the conditions surrounding the enter- 
prise, and if his profits appear large, they are usually turned back 
into new ventures whose success will increase the wealth of the 
community. We must conclude, therefore, that the promoter per- 
forms an indispensable function in the community by discovering, 
formulating and assembling the business propositions by whose 
development the wealth of society is increased. He acts as the 
middleman or intermediary between the man with money to invest 
in securities and the man with undeveloped property to sell for 
money. In the present scheme of production, the resource and the 
money are useless apart. Let them be brought together and wealth 
is the result. In most cases, the unassisted coincidence of invest- 
ment funds with investment opportunities is wholly fortuitous and 
uncertain. The investor and the land or patent or mine owner have 
few things in common. Left to themselves they would never meet. 
But the promoter brings these antithetical elements together ; in this 
way utilities are created which did not before exist, and which are 
none the less a social gain because most of the advantage is taken 
over by the promoter and the financier. 
Epwarp SHERWOO DE. 
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THE INDEPENDENT TREASURY VS. BANK DEPOSI- 
“a TORIES: A STUDY IN STATE FINANCE. 


On the third day of August, 1901, the doors of the First 
National Bank of Austin were closed by United States Bank 
Examiner J. M. Logan. This failure created a general sensation 
throughout the state, for it was learned that at the time there was on 
deposit with this bank to the credit of the State Treasurer, John W. 
Robbins, a large sum of the state’s funds in the form of money and 
drafts in course of collection. Some of the revenues of the state 
collected by Secretary of State John G. Tod were also involved. The 
iower house of the state legislature, which was then sitting in special 
session, appointed a committee to investigate the relations of the 
treasury to the First National Bank, which, after examining many 
witnesses, reported back to the House that it had been the custom 
for many years for the State Treasurer to deposit with some Austin 
bank for collection the checks and drafts received in connection 
with the sale and lease of the public lands, and that money and drafts 
in course of collection had accumulated in the First National Bank 
to the amount of $358,208.89. Of this sum $252,378.02 had been 
collected and $105,830.87 was still to be collected. In the same way, 
it was found, Secretary of State Tod had deposited checks and 
drafts for collection, preparatory to turning them into the Treasury, 
to the amount of $39,512.39. These checks and drafts had been 
received by Mr. Tod in payment of fees of the Secretary of State’s 
office. 

Now the law requires the Secretary of State to pay into the 
treasury monthly the moneys collected by him, but allows him to 
collect the fees as he may see fit and in the meantime to keep the 
money where he chooses, but at his own risk. As Mr. Tod, there- 
fore, had not exceeded his authority and as he and his bondsmen 
proposed to make the loss good to the state, the matter, so far as 
he is concerned, may be dismissed without further discussion. But 


1None of the state’s money was lost as a result of the bank failure. The bank was 
reorganized and reopened and seems to be in a prosperous condition Prior to the reopening, 
which took place at the beginning of January, 1902, an agreement between the state’s repre- 
Sentatives and the authorities of the bank was reached by which the money due the state was 
to be paid into the treasury in monthly installments. In accordance with this agreement the 
entire obligation was discharged by the first of July, 1902. 
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the situation was quite different in the case of State Treasurer Rob- 
bins. As we shall see later, the treasurer is required by law to keep 
all moneys and property committed to his care and belonging to the 
state in the vaults of the treasury, and he has no authority whatever 
to deposit checks and drafts in a bank for collection. And yet he 
allowed $358,208.89 to accumulate in the vaults of the First National 
Bank. Accordingly, on August 21, Mr. Henderson, of Lamar, intro- 
duced into the House a resolution providing for the impeachment of 
Treasurer Robbins. The resolution was as follows: “Resolved, That 
State Treasurer J. W. Robbins hereby stands impeached by order of 
this House for mismanagement in the conduct of the affairs of his 
office, clearly in violation of law, and which in effect is little short of 
flagrant dereliction in the discharge of a public trust.” The resolu- 
tion further provided for the appointment of a committee of seven 
to prepare articles of impeachment and to conduct the prosecution 
before the Senate. But, as it was clear that no intentional wrong 
had been done and that Treasurer Robbins had simply followed a 
custom of many years’ standing, the resolution failed and the matter 
was allowed to drop without any action having been taken. 

But while no action was taken in the matter by the legislature, 
the incident has served to direct attention to our present method of 
collecting and safe-keeping the public funds. The present investiga- 
tion, therefore, is undertaken with a view of showing the exact 
working of the present system before and after the failure of the 
bank, and of suggesting possible improvements in the system, but 
more especially with the view of pointing out the need of a 
system better adapted to the convenience of the public and the 
necessities of the business community. As the discussion proceeds 
it will become clear that, by a system of bank depositories, the funds 
of the state, as soon as the taxes are collected, would be returned 
to the channels of circulation, a neat sum of interest collected for 
their use, and at the same time the funds would be as safely kept 
as if they were locked up in the vaults of the treasury. 


as. System Prior to the Bank Failure 


The present treasury system in Texas was devised for a small, 
sparsely settled, rural community whose fiscal transactions were 
insignificant when compared to the vast volume of business now 
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A Study in State Finance 
transacted by the State Treasury Department. In the “Plan and 
Powers of the Provisional Government of Texas,” adopted by the 
“Consultation” that assembled at San Felipe de Austin in October, 
1835, it was provided that, “The General Council shall appoint a 
Treasurer, whose duties shall be clearly defined by them, and who 
shall give approved security for their faithful performance.”? In 
November of the same year, the General Council provided for the 
appointment of a treasurer, fixed his bond at $100,000, and declared 
his duties to be “to receive, disburse and pay over to the order of the 
proper authorities, all monies and security belonging to the Pro- 
visional Government of Texas.” For many years the treasurer pre- 
sided over an empty treasury,® the state being greatly involved in 
debt and the taxes being paid in treasury notes and other evidences 
of the state’s indebtedness. During the period of the republic the 
funds seem to have been kept in the vaults of the treasury, though 
I have been unable to find any law bearing directly on the subject. 
However, when Texas was admitted to the Union as a state the 
separate treasury system was given legal sanction. The first legis- 
lature of the state, in March, 1846, adopted a law providing for the 
safe keeping of the revenues, the ninth section of which reads as 
follows : “Be it further enacted, The Treasurer shall procure a strong 
iron safe or safes, in which shall be deposited all monies or dues 
received by him on account of the state.”* The independent system 
established by this law has been retained to the present time.° 
In 1873 the legislature re-stated the matter in still more explicit 
form. This law, slightly revised and expanded, reappears as Article 
2,860 of the Revised Statutes,® and reads as follows: “All moneys 


2Gamme!, Laws ot Texas,” vol. i, p. 912. 


8Gouge, in his “ Fiscal History of Texas,” p. 274. 


4Gammel, ‘‘ Laws of Texas,” vol. ii, pp. 1316-18. 

5It is a significant fact that the independent treasury of the United States was estab- 
lished the same year and by the same party. It was a policy growing out of a political situa- 
tion. The results of its application to problems of central government have been quite 
different from those obtained in application to states. The states had only one problem to 
solve, that of safe keeping and the proper use of revenues. The national government, how- 
ever, had in addition to this the burdens of currency upon it. It must provide a currency © 
adequate to the needs of business and protect and maintain it. As an incident to this it must 
redeem all forms of credit money, and the revenue department is essential to the keeping up 
of the redemption fund. While the independent treasury, therefore, has proved itself well suited 
to national currency problems, as applied to state finance it may be questioned.—_{Ep1Tor.] 


* Batts, “ Civil Statutes,” vol ii, p. 220 
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received by the treasurer shall be kept in the safes and vaults of the 
treasury, . . . nor shall it be lawful for said treasurer to appro- 
priate to his own use, or loan, sell or exchange, any money or the 
representative of money in his custody or control as such treasurer.” 
From this it will be seen that the state in its very infancy adopted 
the present independent treasury system, and has maintained it 
consistently to the present day. It was the disregard of these laws 
by the State Treasurer that led to the connection with the First 
National Bank and the investigation by the legislative committee 
above referred to. 

The violation of the law by the treasurers came about through 
their depositing with the bank, not actual cash, but checks and 
drafts to be collected. This custom grew up in connection with the 
land business. It was undoubtedly a great improvement 
over the system formerly in use. It was the product of a business 
necessity, and was fairly simple and direct in its operation. Persons 
owing money on lands could send their personal checks or could 
buy bills of exchange from their local banks. When these checks 
and bills were received at the treasury, they would be collected at 
once if drawn on an Austin bank, and the money so collected would 
be deposited in the treasury. If the check was drawn on a foreign 
bank, the procedure was quite different. The drafts were numbered 
and registered in a book kept for the purpose, each draft being 
described by giving its number, date and amount, and the name of 
the person by whom it was drawn.? This record was kept in the 
treasury. A postal card was then sent acknowledging the arrival 
of the remittance and promising that the receipt for the amount 
would be sent as soon as possible. The cliecks and drafts were then 
turned over to the bank for collection, the bank being charged with 
the full amount of the drafts turned over to it. If a draft was not 
paid, it was returned to the treasury, the bank was given credit for 
it, and it was returned to the sender. If, however, the treasury 
authorities heard nothing from the draft within two or three weeks,® 


7See the testimony of Chief Clerk R. C. Roberdeau before the investigating committee, 
“ House Journal 27th Legislature, rst and 2d Special Sessions,” p. 80. 

*From the statement of Mr. A. W. Morris, chairman of the committee appointed by the 
House to count the cash in the treasury, it would appear that at the end of each month 
receipts were issued to all persons whose checks had been deposited for collection on or before 
the rsth day of the month, unless payment had been refused on them. *‘ House Journal,” p. 93. 
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they assumed that it had been paid and that the money was in bank, 
and the receipt was issued to sender. From this it would seem that 
a continual stream of checks and drafts flowed into the treasury 
to be passed on to the bank for collection, while a similar stream of 
money flowed into the bank from all parts of the country, to be 
paid by the bank into the treasury. 

As the money from the collections accumulated in the bank, 
payments were made from time to time into the treasury, varying 
{ from two to five payments per month according to the progress made 

in collecting. The largest payments were usually made on or near 
the first of the month. Mr. Wortham, president of the First 
National Bank, usually looked after the state’s account in person 
and sent up the money at convenient times. “If Mr. Robbins,” said 
Mr. Wortham, testifying before the investigating committee, “had 
drawn on the bank for the balance of his deposit on the first of 
August, he could have gotten every cent.” He could have had 
_ $100,000 on August 2, but unfortunately Mr. Wortham was out of 
the city at the time, the money was not sent up to the treasury, and 
on the next day the bank was closed. 
It was in this matter of the transfer of the moneys from the 
bank to the treasury vaults that the treasury authorities seem most 
open to censure. It is not strange that an incoming treasurer should 
| adopt a custom that had been followed by his predecessors for a 
generation. It was perhaps but natural that he should adopt a 
practice that not only greatly lightened the work of the treasury 
force, but proved a great saving and convenience to the public as 
well. But it would seem that closer attention should have been 
given to the collections, and the money moved to the treasury vaults 
a little more rapidly. Payments were seldom called for by the treas- 
urer, but were usually made at the instance of the bank. Checks 
and drafts were allowed to accumulate in the bank to the amount 
of $358,208.89, of which $252,378.02 had been collected and should 
have been transferred, at least in part, to the vaults of the treasury. 
Probably it is not very generally known what a large volume 
of business was transacted by the treasurer through the First 
National Bank. Prior to 1887 doubtless a very large part of the . 
entire receipts of the state came in in the form of drafts and 
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exchange. Since that date only the land accounts have been paid 
in that way, the proceeds from taxes being paid in cash or postal 
money orders. But the land business has gradually grown until it 
has reached enormous proportions. On the treasurer’s books are 
to be found more than 40,000 land accounts, on which is paid 
more than $2,000,000 annually. Of course some of these land pay- 
ments were made in cash, postal or express money orders, and 
exchange on Austin banks; but, as previously stated, the great mass 
of these payments was made in personal checks and drafts, which 
were collected through the bank. The volume of business done 
through the First National Bank may be seen from the following 
statement, tabulated from the evidence given before the legislative 
investigating committee by Mr. R. C. Roberdeau, chief clerk in 
the Treasury Department : 


Balance in bank to credit of | Amount paid by the bank 


Dats the State Treasurer. into treasury 

December 31, 1900 ........ $283,440.46 
February 1, t90r.......... 281,569.35 $102,096.00 (Jan.) 
February 28, 1901 ........ 297,629.54 106,269.55 
30, 279,731.73 199,879.22 
374,633.54 60,024.00 
358,208.89 31,213.53 
Total amount of checks deposited in bank from 

Total cash received from bank from January 1 


The System Since the Bank Failure 


The failure of the First National Bank in August, 1901, brought 
to a sudden standstill the machinery of deposit and collection that 
had been devised to meet the needs of the business community, and 
that had been in successful operation for a generation or more. 
The public was surprised to find that the system that had worked 
* so smoothly for many years was wholly illegal, or, at least, unauthor- 


1 House Journal,” p. 8o. 
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ized by law. But that such was the case is now universally acknowl- 
edged. The treasurer was allowed to accept from tax collectors 
nothing but cash and post office money orders; and it should be 
stated in this connection that there is no reason to believe that this 
provision of the law has ever been disregarded. While no specific 
method of making land payments has been: prescribed by law, there 
is no warrant whatever for the practice of depositing in bank for 
collection the checks and drafts received from such payments. In 
fact such action is expressly forbidden by the law of 1873, which, as 
re-stated in the. Revised Statutes, provides that all moneys “shall 
be kept in the safes and vaults of the treasury . . . nor shall 
it be lawful for said treasurer to appropriate to his own use, or 
loan, sell or exchange any money or the representative of money in 
his custody or control as such treasurer.” 

After the failure of the First National Bank on August 3, checks 
and drafts kept coming in every mail, and, on August 7, State 
Treasurer Robbins began depositing them for coflection with the 
American National Bank of Austin.* At the close of business on 
August 13, $23,310.65 in checks and drafts had been so deposited. 
In the meantime, however, conditions were getting more serious. 
The investigating committee was busily engaged in taking evidence, 
and talk of impeachment proceedings was in the air. In his dilemma 
the treasurer applied to the attorney-general for direction: Has the 
treasurer a right to accept anything but actual cash in payment of 
land dues? Is he authorized to accept checks and drafts payable 
by an Austin bank, or postal and express money orders payable in 
Austin? In replying to these questions Attorney-General C. K. 
p Bell declared that the treasurer has no right to accept anything in 
“ payment of land accounts except actual cash; that, while he has no 

authority to accept drafts on Austin banks, or postal and express 

money orders payable in Austin, if he should do so and the money 
} should be collected and paid into the treasury, such payment would 
constitute a valid payment; but that, if the money should be col- 
lected and lost between the place of collection and the treasury, 
such loss would fall on the treasurer. This opinion the treasurer had 
printed and mailed it out along with a circular letter from his own 
department to the land purchasers throughout the state. In this 
letter Treasurer Robbins declared that, in view of the failure of the 


18" House Journal,” p. 65. 
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First National Bank, of the investigation of the matter by the legis- 
lative committee, and of the opinion of the attorney-general, the 
department had decided that for the future “nothing but cash” could 
Le accepted in payment of land accounts. 

From this it is seen that the first effect of the bank failure was 
to sweep away at a singde stroke the whole system of making land 
payments by means of money orders, Austin exchange, and personal 
checks of every character. Nothing was to be received but money, 
not even a post office money order. This worked great inconveni- 
ence and hardship on the public. Take the case of a land purchaser 
in the Panhandle country. He is now deprived of all the ordinary 
means of sending money and making payments. Personal checks 
will not do, bank exchange is useless, and even the use of the post 
office, usually the most accessible means of sending money in 
sparsely settled communities, is denied to him. He must now either 
carry the money to the treasury in person or hire it done by either 
a bank or an express company, and possibly the nearest express 
office is a hundred miles away. 

Such a plan, it is easy to see, would work great hardship on 
the great body of the state’s land customers, and a vigorous protest 
came from all parts of the state. It soon became evident that the 
scheme could not be carried out. The land business was paralyzed. 
Drafts and money orders continued coming to the treasury, but were 
returned to the senders. Although the legislature was then in Ses- 
sion, it made no move toward relieving the situation, but left the 
treasurer to face the difficulties alone. At this juncture the Austin 
post office authorities came forward with a proposition to relieve 
the strain. Postmaster Brush proposed that if the treasurer would 
receive postal money orders in payment of land dues, he would send 
the money up to the Treasury Department and pay off the orders 
there. As this relieved the treasurer of all responsibility in the 
collection of the money for the orders, and seemed to offer a solu- 
tion of some of the difficulties, it was agreed to by the treasurer, and 
circular letters were sent out by the postmaster explaining to all the 
post offices of the state the arrangement that had been made. There 
was at once a vast increase in the volume of business done by the 
money order department of the local post office, although it had 
formerly been largely used by tax collectors, as well as land pur- 
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had failed utterly to provide an adequate or convenient method of 
carrying on the state’s business, and the people were forced to 
resort to the use of Federal machinery, and that, too, in most cases, 
to the detriment of the banking institutions of our own people. 

But it will doubtless occur to the reader that there were no 
good reasons why the banks could not make similar arrangements. 
There were no reasons, and, as the banks soon felt the loss of the 
business, such arrangements were actually made. They proposed 
that, if the treasurer would receive drafts on Austin banks, they 
would carry the money up to the Capitol and pay it directly into the 
treasury. They then sent out letters to their correspondents through- 
out the state notifying them of the arrangement that had been made, 
and promising to pay off at the treasury all drafts drawn against 
them. As a natural result a large share of the business was soon 
done throvgh the banks. A few weeks later the rigid cash system 
announced in the treasurer’s letter, mentioned above, was still 
further relaxed, until now a person owing money on land can send 
it to the treasury in one of four ways. First, he may send the cash 
through the express companies or banks ; second, he may send postal 
money orders ; third, express money orders; or, fourth, exchange on 
any Austin bank. These money orders and drafts are now received 
by the treasurer at his own risk and collected by him, the orders 
being sent out for collection instead of being paid off at the treasury, 
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Some Defects and Possible Remedies of the Present Syster 


The present Texas treasury as now operated is very far from 
what it should be. It is essentially crude and unsuited to the 
needs of the business community. It is the worst form of an anti- 
quated system, utterly out of harmony with business methods and 
usages of the great commercial community that has grown up 
around it. It was devised at a time when our population did not 
number more than twenty or thirty thousand souls, when four-fifths 
of our broad area was a savage wilderness, and there was neither 
a mile of railroad nor a banking institution of any kind within our 
borders. At first it was of but little consequence whether we had a 
treasury at all or not, for years had passed before a dollar of specie 
ever reached its vaults. Since that time, however, our population 
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has grown to more than three millions and our fiscal operations to 
some sixteen million dollars annually ; and yet we cling to the same 
old system of collecting and safe-keeping the public funds to the 
financial loss and inconvenience of everybody concerned. Postponing 
for a time consideration of the relative value of the independent 
treasury system as compared to the system of bank depositories, let 
us first consider the evils of the system now in vogue, and see if 
remedies for some of them will not suggest themselves. 

In the first place, the present method of transmitting money to 
the treasury is very expensive to the people and to the state. This 
is true both in the case of the land payments where the expense falls 
on the individual remitter and in the payment of taxes by the tax 
collectors where the cost falls on the state. In the case of land 
purchasers we have seen that the payments may be made in any 
one of four ways. In the first place the payment may be made in 
cash, the purchaser paying the express charges and having the 
package of money delivered at the treasury. The express charges 
on the smallest amount will be not less than twenty-five cents, while 
on a thousand dollars of silver from El Paso they are three dollars. 
The average charges on packages of one thousand dollars, however, 
are for currency about seventy-five cents to one dollar and fifty 
cents. In the second place, payments may be made by postal money 
orders. Here charges run from three cents on sums less than two 
and one-half dollars up to thirty cents on sums of seventy-five to one 
hundred dollars. For sums above one hundred dollars more than 
one order must be purchased, at thirty cents for each one-hundred- 
dollar order, or three dollars per one thousand dollars. In the 
third place, money may be sent by express money orders. Here the 
charges are slightly higher than on postal orders, running from 
three cents on the least amounts up to eighteen cents on the largest 
orders issued, which are for fifty dollars. That gives a rate of three 
dollars and sixty cents on sums of one thousand dollars. The 
fourth way is by use of exchange on Austin banks, at the usual rate 
of one-fourth of one per cent or two dollars and fifty cents on the 
one thousand dollars. It should be noted in this connection, how- 
ever, that banks usually charge ten or fifteen cents on the smallest 


amounts issued. 
It will readily be seen that anything like an accurate estimate 
of the expense to the public of sending to the treasury the $2,150,000 
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annually paid on land accounts cannot be made. 


Each of the four 
ways of making payments is at times resorted to, though most of 
the payments now come through the banks; and the individual pay- 
ments vary in amount from twenty-five cents up to thousands of 
dollars. The vast majority of the payments, however, are for sums 
less than one hundred dollars on which the rates are relatively much 
higher. Taking all these facts into consideration, State Treasurer 
Robbins has estimated that it costs the people of Texas not less than 
$50,000.00 anually to make these land payments.** 

When we come to examine the methods of making payments 
used by tax collectors we find the same general conditions we have 


just described, with the exception that here the expenses are borne 
by the state and not by the individual remitter. Collectors, as we have 
seen, are required to make their payments to the treasurer either by 
postal money orders or by direct cash payments. As the former 
method has already been dwelt upon, and as a matter of fact is 
seldom made use of by collectors, it may be dismissed without fur- 
ther discussion at this time. Direct cash payments may be’ made in 
{ the first place by a personal visit from the collector—a method once _ 
; almost exclusively used, but long since discontinued except in rare 
cases. Or, secondly, they may be made by expressing the money to 
the treasurer at the rates just mentioned. Or, lastly, cash payments | 
may be made through the Austin banks. As there are far fewer 
small payments from tax collectors than from land purchasers, the 
expense of remitting is relatively less. The cost to the state of send- 
ing money by the last two methods is about the same, for both pay- 
ments are practically made through the banks. For there is scarcely 
a tax collector in the state who does not deposit his daily or weekly 
collections in some convenient local bank. When he desires to remit a 
certain sum to the State Treasurer, he simply requests the local bank 
to send the money for him. The bank suits its own convenience in 
making the payment. If it has a deposit with an Austin bank, it 
writes to its Austin correspondent to deposit the required sum in the 
treasury to the credit of the collector. If the payment cannot be 


141It seems to me that this estimate is somewhat too large. The total receipts from the 


land business are $2,150,000.00. At an average cost of thirty cents on each one hundred dol- 
lars, the expense would be but $6,450.00. But the average payment is much less than $100 
If we assume it to be only $2.50, on which the post office charges are 3 cents, or $1.20 per one 
hundred dollars, the total expense would be $25,800.00. But most payments come through 
banks and their charges on small amounts are relatively much higher. 
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made in this way, then the local bank sends the cash by express 
directly to the treasurer. In the latter case, the state pays the 
express charges at the rates indicated above, while in the former case 
the state allows to the banks exchange equal to the cost of expressing 
the same amount of currency from the given place. 

The banks are in the habit of taking advantage of the state in 
cases where the actual cash must be expressed to Austin, which 
results in keeping the treasury vaults filled with silver. If they have 
both currency and silver on hand, they invariably ship to the state 
the silver; for in this way they get rid of the heavy silver at the 
state's expense, leaving in their own hands the lighter currency to 
be shipped out as needed at their own expense. They thus gain the 
difference in the cost of shipping silver and currency, and the state 
loses that amount and at the same time keeps its vaults crowded with 
the silver’s extra bulk. In the same way, we may suppose, a bank 
with an Austin correspondent would, nevertheless, ship its silver to 
the treasury if, by drawing on its correspondent, there was danger 
of so nearly exhausting its deposit as to make necessary a further 
deposit with the correspondent. 

As was the case in connection with the land business, so now 
it is very difficult to make an accurate estimate of the cost of putting 
the money into the treasury after it has come into the hands of the 
collectors of taxes. Some of the payments, usually the smaller odds 
and ends, come through the post office at the rate of thirty cents or 
more on the hundred dollars, while the great bulk of the taxes comes 
by express or through the banks,-at the rates of from seventy-five 
cents to $1.50 per thousand dollars. As much of the money sent by 
express is silver, and as a large number of payments consist of sums 
less than one thousand dollars, it is probably a conservative estimate 
to put the average cost at $1.50 per thousand dollars. On the $6,000,- 
000.00 of taxes collected annually, this gives a total cost of $9,000.00, 
which, combined with Treasurer Robbins’ estimate of the cost of 
making the land payments, gives a grand total of $59,000.00 as the 
expense incurred in sending money to the treasury.. Thus we see 
that the present treasury system is the most wasteful and expensive 
that could be devised. 

Another evil connected with the present method of collecting 
land dues is the increased number of errors in the amount of the 
payments and in the description of the lands, and the resulting delays 
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Prior to the failure of the First National Bank almost all of the 
land payments came in the form of personal checks on the home 
bank of the sender, which were deposited in the bank and collected 
without expense either to the state or to the remitter. If an error 
occurred in the amount of the payment or the description of the land, 
the Treasury Department communicated directly with the remitter 
and the matter was speedily rectified. Now it is quite different. Take 
the case of a land purchaser in the Panhandle country who has a 
payment to make. Instead of mailing his personal check directly 
to Austin as he formerly could do, he now notifies his home bank 
(very frequently by mail, on account of his great distance from a 
bank) to send a certain sum of money to the State Treasurer as his 
annual payment on a certain tract of land. Ifthe bank has no Austin 
correspondent—and very few of these western and northwestern 
banks have—it will write to its Fort Worth correspondent repeating 
the description of the land and asking it to make the payment. The 
Forth Worth bank again repeats the description and the request to its 
Austin correspondent, and the latter pays the money into the treasury 
to the credit of the purchaser. 

It is known to be a difficult thing for a person to repeat a story 
exactly as he heard it, and it is equally difficult to repeat the descrip- 
tion of a tract of land. The result is a great increase in the number 
of errors both as to the amount of the payments and as to the descrip- 
tion of the land. And in correcting these errors the treasury officials 
cannot deal directly with the remitter, but must refer the matter 
back to the bank that made the payment, it to its Fort Worth corre- 
spondent, and so on until the error is found. This produces extra 
work, needless delay, and inconvenience to all parties to the trans- 
action. 

It will be seen from what has now been said that the treasury 
system as now operated is much more expensive to the public and 
far less convenient than the system in operation prior to the failure 
of the First National Bank. If the independent treasury system is 
to be retained, it is clear that the laws governing payments into the 
treasury should be so changed as to allow such payments to be made 
at the least expense and inconvenience to the community. By a proper 
system of exchanges all payments would be sent directly to the 
treasurer without the intervention of a number of banks; delays and 
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inconvenience would be reduced to the minimum; and all coltectiaill 
would be made free of charge, thus saving to the people of Texas 
between $50,000.00 and $75,000.00 annually. 


‘The Bank Depository System 


It seems evident that, if the independent treasury system is to 
be retained, some changes should be made. But there seems to be 
no good reason for holding to the present vault system. On the 
contrary, there is every reason for abandoning the present antiquated 
system of “bolts and bars” and for substituting one more nearly in 
harmony with the needs and usages of the present business com- 
munity. The vault system, like many another outgrown institution, 
still lingers long after its day of usefulness has passed. It does 
not follow that because a system or an institution was not harmful 
to the state fifty years ago it is still the best that can be devised, and 
should be continued when the state has taken rank as one of the 
greatest commonwealths of the nation. There is no good reason 
why Texas should keep from $1,000,000 to $4,000,000 continually 
locked up in the Treasury vaults at Austin permanently withdrawn 
from circulation, when, by a system of bank depositories, this money 
could be put back into circulation, and, at the same time, a handsome 
income realized on it. 

The system of bank depositories is not a new and untried plan. 
It has been in successful operation for many years in a number of 
the states and is now in use in nearly forty states and territories, and, 
in a modified form, has found a place in the management of the 
fiscal affairs of the Federal Government. After the national funds 
were withdrawn from the Bank of the United States in 1833, they 
were deposited in local institutions. But in 1846 the national govern- 
ment adopted the Independent Treasury Law by which all govern- 
ment moneys were required to be kept in the vaults of the Treasury 
and of the several Sub-Treasuries. But the system was Somewhat re- 
laxed in 1863, and bank depositories were authorized by the act that 
established the present national banking system. This act provides 
that “all (banking) associations under this act, when designated for 
that purpose by the Secretary of the Treasury, shall be depositories 
of public money, except receipts from customs, under such regula- 
tions as may be prescribed by the Secretary.” The banks deposit as 
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collateral security for the funds United States bonds to the amount 
of the deposits asked for. The number of depositories and the 
amount of money held by them vary from time to time as the con- 
dition of the Treasury varies. “While the surplus permitted, every 
applicant, wherever located, offering the necessary bonds, received 
the share of deposits desired.”** On June 30, 1900, there were 444 
bank depositories holding funds of the government to the amount 
of $98,730,806.93. In June, 1882, the amount held by the deposi- 
tories amounted to only $11,258,965, the smallest amount ever held, 
while in June, 1879, the deposits amounted to the enormous sum of 
279,544,045, the total cash balance of the Treasury at that time 
being $475,663,096."® 
Turning now to the states, we find that, of the forty-eight states 
and territories exclusive of Alaska and the Indian Territory, thirty- 
seven have the bank depository system, while nine still retain the 
independent treasury system and two have combinations of these 
two systems.’ The states still operating under the independent 
system are Alabama, Arkansas, California, Illinois, Indiana, Missis- 
sippi, Nevada, Ohio and Texas. Kansas and Oregon have combina- 
tions of the two systems, some moneys being kept in banks and some 
in the treasury vaults. The funds of these nine states, amounting on 
an average of from $12,000,000 to $15,000,000 are locked up in 
the treasury vaults. A small part of the funds of the other states is 
kept in the treasury vaults, but the great bulk of the money, amount- 
ing to $40,000,000 or more, is deposited in banks and in that way 
returned to circulation. In some states only very small amounts are 
kept in the treasury vaults. In Missouri, for example, of about 
$2,600,000 to the credit of the various funds, only about $1,700.00 _ 
was in the treasury at Jefferson City. a, 
Report ef Secretary of Treasury, June 30, 1000, pp. xviii and xix. 
16 Tbid. 
Letters of inquiry were sent out to all the state treasurers. All the states have been 
heard from except Virginia. I have included Virginia in the list of states having depositories, 
for this system was in use in the state in 1894. (See an article on ‘‘ The Custody of State 
Punds,” by Mr. E. R. Buckley, in ANNALS AMERICAN ACADEMY, vol. vi,p. 397.) Mr. Buckley 
in 1894 reported seven states as having the vault system, but it happens that the three states 


left out of his table, Alabama, Arkansas and Illinois, all have this system, and Oregon, which 
he puts in the list of states having depositories, really belongs in the other list. The deposi- 


tory system is not authorized by law in that state, although some money is keptin banks. In 
arecent letter, State Treasurer Charles S. Moore, of Oregon, says: ‘The money is supposed to 
be kept in the treasury vaults, but for convenience some money is kept in banks here (Salem) 
and in Portland, which is at the treasurer’s own risk.” 
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For many years prior to the crisis of 1893-97 the state funds 
_ were kept by the banks in almost absolute security. That disastrous 
_ period tested the depository system as it had never before been tested 


y. The weak places in the system were thus shown and an oppor- 
tunity given for making such changes as experience proved neces- 
sary. There were numerous bank failures during this period result- 
ing in considerable loss to some of the states. In a number of 
cases the amounts are still in litigation and may not prove an ulti- 
mate loss to the state. As nearly as I have been able to deter- 
mine, the total sum lost to all the states through bank failures since 
1893, including amounts still in litigation, is $557,850. Of this 
sum $151,000 is reported as an entire loss, while $406,850 is still 
tied up and may not prove an ultimate loss, certainly not in some 
cases. In Minnesota, for example, $35,000 is now tied up, but: the 
treasurer assures me that not more than $5,000 will prove an ulti- 
mate loss. 

- At first sight these figures show up somewhat poorly for the 
depository system, but it is believed that a more careful analysis of 
_ the facts and conditions will show that the system is far better than 
the independent treasury system, even should the entire amount 
; prove an ultimate loss. In the first place, let it be remembered 
that the period of which we are now speaking was one of almost 
unequalled financial distress. Hundreds of the oldest and most 
substantial concerns in the country were wrecked, and it is not at 
“all surprising that some of the state depositories were involved in 
the general ruin. On the other hand, look at the workings of the 
system under normal conditions. For twenty years prior to 1893, 
Mr. E. R. Buckley, of the University of Wisconsin, found that there 
had been a total loss to all the states through the depository system 
of only $36,915.19, an infinitesimal amount when compared with the 
enormous sums that had been deposited with the banks during that 
period. “It is a significant fact,” says he, “that in every case where 
a loss has occurred by depositing the state money in banks, no 
security has been required from the depositories other than that 

given to ordinary depositors.” 
This statement of Mr. Buckley is only partially true of the 
losses since 1893. Of the $151,000 actually lost, $25,000 in Florida 
and $40,000 in Wyoming were not secured. Of the $406,850 
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fm 
reported as still tied up, $7,000 in Connecticut was not secured, and 
$11,070 in North Carolina was allowed to accumulate in the bank 
above the amount secured. The other amounts were secured by bonds 
for double the amount of the deposits and are as follows: North 
Dakota, $86,000 lost, and $29,000 still tied up; New Mexico, $780 
tied up; Wisconsin, $24,000 tied up; Nebraska, $300,000 still in liti- 
gation; and Minnesota, $35,000 still tied up. From this it will be 
seen that the heavy losers have been a group of Northwestern states, 
including North Dakota, Minnesota, Nebraska, Wyoming, and Wis- 
consin. As already stated, most of the amount tied up in Minne- 
sota will be collected. State Treasurer Davidson, of Wisconsin, 
says, in reference to the loss in that state, “The state will realize 
some of it by the sale of certain real estate turned over by the 
insolvent stockholders,” though not much is expected from that 
source. In Nebraska only a part of the heavy losses is chargeable 
to the depository system, only about $100,000 of the losses having 
’ occurred through the failure of authorized depositories. “The 
losses in this state,” says State Treasurer William Stuefer, “have 
been much larger than this sum, but most of the losses were in 
unauthorized banks.” From this it appears that the greater part 
of the losses in Nebraska, the most unfortunate state, is to be 
charged, not to the depository system, but to abuses of it, just as 
the threatened losses in Texas were chargeable to abuses of the 
independent system. 

But another point should be noticed. Almost all the losses in 
these Northwestern states were due to defects in the depository 
laws that have now in most cases been corrected. In a number of 
these states and possibly in them all, the officials of a depository bank 
were allowed to make the depository’s bond. As a natural result, 
when the bank failed the bondsmen failed also, and the state’s 
security became worthless paper. This was certainly the case in 


z Minnesota, Wisconsin, and Nebraska. The treasurer of Nebraska 
“ in a letter of recent date says, “Formerly bank officials were allowed 
} to sign depository bonds and in such cases when the bank went 

broke, the securities went busted.” “The persons who become 
I sureties of the bank are, as a rule, stockholders of the bank,” says 


State Treasurer Davidson, of Wisconsin. “In fact, I know of no one 
becoming a surety who is not a stockholder. While in the bond the 
state was secured for twice the amount of deposit, it suffered a loss 
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for the reason that the stockholders of the insolvent bank became 
insolvent themselves in their private capacity. . . . In short, the 
loss was possibly owing to the fact that the stockholders of the 
bank were securities on the bond of the bank. Not only did the 
bank itself fail, but the stockholders failed as private individuals, 
and consequently their bonds were worthless.” That a similar state 
of facts exists in the other states there is reason to believe, though at 
this time not sufficient evidence is at hand for a positive assertion. 
From this it appears that a large part of the losses and probable 
losses that have occurred in connection with bank depositories is 
due to abuses of the system or defects in the depository laws that 
have been, or may be, easily remedied. And when it is remembered 
that much of the $557,850 may yet be collected, and that this sum 
represents the losses in nearly forty states during a period of long- 
continued financial distress, the showing for the depository system 
is not a bad one, especially when it is shown a little further on that 
this entire sum is more than offset by a single year’s income from 
the depositories. 

The laws of the several states provide various methods of secur- 
ing the public funds. Thirteen states require depositories to give no 
further security than is given to ordinary depositors. A number of 
the states require depositories to give bond in double the amount of 
the deposit, while, in addition, Missouri, Pennsylvania, and possibly 
others accept federal, state, county, or municipal bonds as collateral. 
In Arizona and Utah the banks are required to make the treasurer’s 
bond, in the latter state in the sum of $700,000. This would seem 
to be a poor provision, for if the sole depository in Arizona, for 
example, should fail, the treasurer’s bond would be worthless, and 
the state would be left without recourse. In Idaho the state’s money 
is made a “special deposit’’ and the state is given first lien on the 
assets of the bank. In Louisiana and Kentucky the banks are required 
to give bond in the sum of $100,000, and in Oklahoma in the sum of 
$600,000. In most states requiring security, the bonds may be either 
personal or surety company bonds, while some states, as New York, 
will accept only the latter. Although the evidence at hand will not 
warrant a positive opinion, there is reason to believe that most of the 
losses reported occurred in cases where banks were allowed to 
give personal bonds instead of surety company bonds or some sort 
of collateral security. The treasurer of Minnesota says he knows of 
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no case of loss to the state where the depository’s bond was made 
by a surety company.** 

The number of bank depositories and the method of designating 
them varies greatly in different states. The numbers vary from a 
single bank, as in Delaware and Arizona, to 150 in New York and 
177 in Massachusetts. The average number is probably about 
twenty or thirty. In some states the banks are named in the statutes. 
In Georgia the towns are fixed by law and the governor selects one 
bank in each. In Delaware the funds are kept in the “Farmers’ 
Bank of Delaware,” of which the state owns a majority of the 
stock and selects a majority of the directors, the treasurer being 
given immunity from loss in case of failure of the bank. In North 
; Dakota the depositories are selected by the Board of Auditors; in 
Louisiana, by the Board of Liquidation of the Public Debt; in Iowa, 
by the Executive Council of State; in West Virginia, by the Board 
of Public Works; in New York, by the treasurer and comptroller 
jointly; while in a majority of the states they are chosen by the 
‘ treasurer, with or without the approval of a board usually consist- 
| ing of the Governor, the Attorney-General, and the Secretary of 
State. In some states the treasurer is given a free hand, choosing 
his own depositories and demanding from them, at his own risk, 
whatever security he may see fit. 

As has previously been intimated, the daily balance in the depos- 
itories, in many of the states, is made a source of revenue to the 
states. The banks are willing to take the state money, give ample 
security for its safe keeping, and pay a moderate rate of interest for 
its use. A majority of the states receive interest on the deposits, 
the rate varying from 1% to 4 per cent per annum, payable monthly 
on the average daily balances. In Massachusetts the depositories 
are classified as “active banks,” “Boston banks,” and “country 
banks.” In his letter, the State Treasurer says, “There are six (6) 
active banks, through which the entire business of the department is 
; transacted, and who pay to the commonwealth interest on daily 
balances, at the rate of 114 per cent per annum. There are forty- 
one (41) Boston banks (simply depositories), drawn on for the 
purpose of building up accounts in active banks rather more freely 
than are the country banks, who pay interest on average daily 


. 1%8T have been unable to get definite information on this point. Some treasurers have 


neglected to answer my letters, and others leave the point in doubt. 
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balances, at the rate of 2 per cent per annum. Of the country banks, 
so called, scattered throughout the commonwealth, there are over 
one hundred and thirty (130) and they pay on average daily bal- 
ances interest at the rate of 2% per cent per annum. These rates 
of interest have been unchanged for a long term of years, and of 
course sometimes are more favorable to the banks than to the state, 
and sometimes vice versa.” Colorado, Michigan, Minnesota, New 
York, Pennsylvania, and Rhode Island have classifications similar to 
that of Massachusetts. Only three states, New York, Pennsylvania, 
and Massachusetts, charge as low as 1! per cent on any part of the 
deposits, while Rhode Island only receives as much as 4 per cent on 
any state money. The average rate is probably about 2% per cent 
per annum. Of the thirty-seven states having the depository system 
twenty-four receive interest on the deposits, while thirteen receive 
no return on the money. The twenty-four states charging interest 
on the deposits have at this time, on an average, daily balances 
amounting to about $25,000,000, which, at an average rate of 2% 
per cent, yields a yearly income of $875,000. This yearly income to 
these states, it will be observed, is more than 50 per cent greater 
than the losses to all the states caused by bank failures during the 
last ten years, including the panic of 1893, even if it be granted that 
all the money now tied up will prove an ultimate loss. If the income 
in part of the states for a single year exceeds by half the losses in 
all the states for a period of ten years including the worst financial 
panic in our history, it is certainly safe to say that the depository 
system will always show a comfortable balance of gains over losses. 

The thirteen states that receive no interest on their deposits have 
an average balance of about $7,000,000. At the average rate of 2% 
per cent they should receive a yearly income of $175,000. This 
amount undoubtedly goes as remuneration to the banks when it 
should go into the public treasury. In Louisiana the banks pay a 
regular annual bonus of $10,000 for the use of the state’s money, 
without regard to its amount. At times this may be an adequate 
return, but, if the present condition of the treasury is normal, it is 
not adequate. During the last three years the average deposit has 
been $1,250,000, which should bring the state an annual income of 
not less than $30,000. 

The eleven states that still retain the independent treasury 
system (including Kansas and Oregon, which keep probably half 
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of their funds in the treasury vaults) have on hand to the credit of 
the state funds about $13,000,000. This large sum of money is kept 
under guard in the vaults of the treasury, constantly withdrawn 
from circulation, and earning nothing for the people. It is an incon- 
venience, a charge, an actual burden to the states, when it should 
be yielding them a yearly income of $325,000, and at the same time 
be just as securely kept. 

Turning now to the conditions in Texas we find from $2,000,000 
to $4,000,000 piled up in the vaults of the treasury at all times. 
The average amount for several years has been not less than $2,500,- 
000, probably as much as $3,000,000. On this money the state 
receives not one cent of return. If the depository system were 
adopted, the state would receive from $60,000 to $75,000 annually. 
This sum added to the amount saved through the adoption of a less 
expensive method of sending money to the treasury would show a 
saving to the people of the state of an amount varying from $100,- 
000 to $150,000 annually. 

The adoption of the depository system would tend to remedy 
another evil of the present vault system, viz., the irregularities in the 
receipts and disbursements of the treasury and the fluctuations in 
the money market caused thereby. Fortunately these irregularities 
are not as great as at first one might suppose, judging from the 
vast volume of the fiscal business, for the payments on account of 
land dues and, to a limited extent, the payments on account of the 
taxes are distributed throughout the year. A much larger per cent 
of the taxes, however, is collected in January and February than 
during any other part of the year. The surplus in the treasury is 
usually greater in March than it is in November by almost a million 
dollars. The same relative condition, though probably somewhat 
more exaggerated, doubtless exists in the county treasuries, where 
the sole dependence is on the taxes, which are almost entirely col- 
lected by the first of March. In this way the largest sums are with- 
drawn from circulation in the spring and early summer and returned 
to the circulation as autumn approaches through the ordinary dis- 
bursements of the treasury. While this would tend to increase the 
money stringency of the spring and summer, it would tend to relieve 
the stringency of autumn and winter when demands are made for 
crop movements. In the fall of the year, at the very time when 
crops are being marketed, when money is flowing into the state, 


A Study in State Finance uf 
é 
0 
at 
te 
\ 
iD 


The Annals of the American Academy 


when the money market is “easy” and interest is low, the state 
allows her surplus to run lowest, thus returning the greatest amount 
to circulation. In the winter and spring months, however, the cur- 
rent sets in the opposite direction. There are then no crops to bring 
money into the state, interest payments and other settlements in the 
North and East must be made, our merchants send out large sums 
for their spring and summer supplies, money grows scarce and the 
rate of interest rises. It is then that the state steps in, gathers her 
taxes, and withdraws from the channels of circulation, for state and 
county purposes, probably not less than one or two million dollars, 
to be added to the amount already locked up in the treasury vaults. 
The important effects of this policy on business will probably be 
mere clearly realized when it is stated that, according to careful 
estimates, the money in the treasury vaults is at times equal to one- 
fourth of the entire stock of money in the state. Just what effect 
is produced by hoarding one-fourth of the circulating medium it is 
impossible to say. It should suggest, however, that even under an 
independent treasury plan the treasutrer should be allowed to 
deposit such balances of revenue over disbursements as are in excess 
of ordinary holdings. 

Other reasons for the adoption of the depository system will 
doubtless suggest themselves to the intelligent reader, but sufficient 
has now been said to show conclusively the benefits to be derived 
from such a change. The legislature should create a board of 
deposit to consist, let us say, of the governor, the comptroller, and 
the attorney-general, clothed with authority to select banks of 
deposit throughout the state. Other things being equal, the funds 
should be awarded to the banks offering the highest rate of interest. 
This provision would eliminate politics and favoritism in the selec- 
tion of the depositories. The banks should be as widely distributed 
throughout the state as possible, say one in every representative 
district. The advantages of such an arrangement are obvious. It 
would facilitate payments for land dues, and would enable tax col- 
lectors to make daily, or at most weekly, deposits of their collec- 
tions. In this way, the taxes collected to-day would be returned to 
circulation to-morrow, and at the same time be earning a revenue 
for the state. The money would remain in the district where col- 
lected until the bank’s deposit limit was reached or until the money 
was needed elsewhere. Such an arrangement would also greatly 
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facilitate the ordinary disbursements of the treasury. Whenever 
any payment was to be made in any part of the state, instead of the 
present state warrant, which must be returned to the treasury for 
collection, a draft on the local depository would be issued, which 
would be paid by the depository without expense or delay to the 
state’s creditor. 

The state should require ample security from the banks in the 
form of personal or surety company bonds in double the amount 
of the deposit asked for, or collateral security in the form of United 
States bonds, Texas state bonds, or approved county and municipal 
bonds. Only county and city bonds at par or above should be 
accepted. The ability to use such bonds as a basis for deposits 
would probably create a home market for them, even when bearing 
a low rate of interest. If depositories are allowed to make personal 
bonds, certainly no person financially interested in a given bank 
should be allowed to become surety for the state’s deposit with that 
bank. 

Depositories should be required to pay a reasonable return for 
the use of the public money. As previously stated, the average rate 
paid in other states is probably not less than 2% per cent. Texas 
is a new and relatively undeveloped community when compared with 
most Northern and Eastern states, and the commercial rate of inter- 
est here is higher. The average rate on deposits, therefore, might 
very well be as much as 3 per cent. And it would probably be well 
to adopt some such classification of depositories as that in use in 
Massachusetts. “Active” depositories would need to keep on hand 
constantly large sums to meet the daily drafts of the treasurer, and 
should pay frora 2 to 2% per cent on daily balances; depositories 
drawn on less frequently should be charged from 2% to 3 pe: 
cent.; and those banks holding funds for relatively long and 
definite periods should pay from 3 to 3% per cent. As stated in 
another connection, the annual income to the state from its deposits 
at an average rate of 2% per cent would be between $60,000 and 
$75,000. At an average rate of 3 per cent it would seldom be less 
than $75,000, and would sometimes exceed $100,000, a consideration 
not lightly to be put aside in the solution of this question. 

We have now reviewed the workings of the present treasury 
system before the failure of the First National Bank, when we had, 
in effect, the independent treasury system with a local bank of 
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deposit and collection. At that time the fares were collected and 
sent to the treasury just as they are now, and the money was piled 
up in the treasury as it is now. Land payments, however, were 
then made almost entirely by personal checks which were deposited 
in the bank and collected by it without expense to the state or to the 
remitter. We have seen the changes produced by the bank’s failure. 
For a time nothing but actual cash was received in payment of land 
dues, but the system has now been so far relaxed that postal and 
express money orders and exchange on Austin banks are accepted. 
The system as now operated is crude, antiquated, expensive, and 
entirely unsuited to the needs of a commercial community. While 
many of the present evils could be removed and the independent 
treasury still be retained, what is needed is a complete change of 
system, the substitution of the bank depository system for the one 
now in use. That system has been tried for many years in a great 
majority of the states of the Union, and with eminent success. It 
has been shown that, while there have been losses from bank fail- 
ures, in general the funds have been securely kept and promptly 
returned to the channels of circulation, and that the income from 
the deposits for a single year would greatly exceed the combined 
losses in all the states during the last thirty years. 

The time is now ripe for action. The state will have no diffi- 
culty in finding banks ready and willing to take the state money, to 
furnish ample security for its safe keeping, and to pay a reasonable 
return for its use. In the light of these facts, the adoption of the 
depository system by the state cannot be regarded as a matter of 
experiment. It is but to heed the admonitions of wisdom and 
experience. 


Aertcultural and Mechanical College of Texas. 
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The following table, containing the results of my correspond- 
ence with State Treasurers, shows the average balance in the treas- 
ury during the last three years, when largest, where kept and rate 
of interest paid where depositories pay interest. It also shows the 
number of depositories, how they are chosen, security required of 
them now, money lost or now tied up by bank failures, security given 
by the banks at time of such failures, the difficulties if any experi- 
enced by the banks in meeting the treasurer’s drafts, and such 
remarks by the writers as might prove of interest. The Indian 
Territory is omitted and the data for Virginia are taken from Mr. E, ¥ 
R. Buckley’s table (ANNALS AMER. ACAD., vol. vi, p. 397). 
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Average 
Balance. 


| 


| 
Where 
Kept. 


Rate of | 


Interest | 


Connecticut... .. 


Colorado 


Carolina, North 


Carolina, South 


Dakota, North. 


Dakota, South 


Delaware ..... 


Illinois. . . 


4,000,000 | 


800,000 


1,800,000 


175,000 


525,000 | 


350,000 


| 
600,000 


to 
800,000 


150,000 | 


2,500,000 


500,000 


Treasury 
vaults. 
Bank.... 


Treasury 
vaults. 

Treasury 
vaults. 

Banks ... 


Banks . 


In banks . 


In banks. 
banks . 
In banks . 


In banks . 


In banks . 


In Treas- 
_ury vaults. 
In Treas- 
ury vaults 
June and In banks 
Nov. in capi- 

| tal city. 


June . 
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Num- 
ber not 
limited 


By Treasurer. 


By State Board of 


By Board of Audit- 
ors. 


By State Treasurer. 


By law. State owns 
majority of stock in 
bank. 


By State Board of 
Finance. 


Legislature names 
the towns and Gov- 
ernor appoints a 
bank in each. 

By Treasurer. 


By Executive Coun- 
cil of State. 


7 No. of : 
| 
Arizona.......| $130,000 | xs ne..| 1......| (Phoenix National) 
Treasurer. 
| 
| Dec. and %..| About | By Treasurer 
= 
3% 
April. 
‘She 620,000 | March to | Nun | 
June. | ber not, 
thee, | limited 
Plorida ....... yy and | In banks.) 214%..| 7...... 
- 
feb. | Ai 
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Security Difficulty 
Security Required. | Losses. | Tied U | at Time of | in Meeting Remarks. 
ie p. | 
Losses. Drafts. 
Bank furnishes Trea-|..........|. be Manychangesneeded, 
surer's bond. 
tory. 

None $7,000 None ..... None Entirely satisfactory. 
likely to Deposits are about 
prove a 25% of capital and 

| loss. surplus of banks. 

Bondsindouble None System is satisfactory 

amount of deposit. = 

Bonds of known .|.......... $11,070 Same as | None Loss occurred bybank 

value equal to aver-| since at pres- failure when deposit __ J 
age deposit. 1897. ent. exceeded amount of 
| security. 
None, except good | None None ....| Number of deposi- 
financial standing. “since =: tories should be lim- 
Republi- 44 ited. 
can rule 
ceased in 
1876.” 
Bonds for double $86,000 $29,000 ..| Same as None . Rate of interest 
amount of deposit, | in 1896-7 | at pres- should be reduced to 
with seven sureties | ent 2%. 
| None....| None....| None None ....| State should name 
| } banks, and take all 
} responsibility. 
None, otherthan | None ....| None....|.......... None ....| Treasurer is relieved 
State owns eae } of responsibility in 
ity of stock and } case of bank failure, 
elects nine directors ' 

State and County | $25,000 | None....| None....| None....| State should avoid 

bonds equal to in 1897. having large sur- 

amount of deposit. | pluses. 

Personal or Guaran- | None ....| Nome ....]....ese00- None ....| Too many deposi- _ 

tee Company bonds tories. 
equal to amount of 

State money made a None....| Systemissatisfac- 

“special deposit.” tory. 

State given a first 

lien on assets. 

with system. 


Company bonds. 
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Average 
Balance. 


When 


Largest. 


Where | 
Kept. 


Rate of 


Interest. | 


No. of 
Deposi- | By Whom Chosen, 
tories. 


Kentucky ..... 


Minnesota .... 


Mississippi ... . 
Missouri 


Montana :.... 


Nevada 


New Hampshire, 


New Jersey .... 


New Mexico... 


$300,000 
to 
400,000 


500,000 


500,000 


54250,000 


2,500,000 


1,000,000 


1,000,000 
to 
3,000,000 


$00,000 


500,000 


260,000 


400,000 


1,000,000 
to 
3,000,000 

150,000 


Feb. and 
Aug. 


Nov., 
Dec. and 
Jan. 


Jan. to 
March. 


July and 
Dec. 


Dec. 
May and 
Nov. 


June and 


Jan. and 
july. 


ury vaults 


** Banks of 


| and Trust 


In Treas- 
and 


Topeka.” 
In banks. 


In banks. 


In banks. 


In banks 
and Trust 
Compa- 
nies. 


In banks. 


In banks. 


In vaults. 
In banks | 


Compa- 
nies. 
In State 
banks. 
In banks. 


In Treas- 
ury vaults 
In banks. 


In banks. 


In banks. 


None .. 


Annual 
bonus 
of 
$10,000 
2% on 
part. 


| By Treasurer, with 
approval of Execu- 
tive Council of 
State 


| By Treasurer. Bank 
must have $100,000 
capital. 
By Board of Liqui- 
| dation of State 
Debt. 


.| By State Treasurer. 


By Treasurer, ap- 


proved by Gover- 


nor 

By Treasurer, with 
approval of Gover- 
nor and Council. 


Attorney-Gen- 

eral, Secretary of 

State and Treasurer 

Notlim- By a Board of De- 
ited. posit. 


By Governor, Treas- 
urer and Attorney- 
General. Let to 
highest bidders. 

By Treasurer. 


. As many By Governor,Attor- 


as ney-General, and 
needed. Secretary of State. 


.| 20 to 30 | By Treasurer. 


By Treasurer. 


| By Governor, Audi- 
tor and Treasurer. 


4 
4 
me. Louisiana .....| 1,250, | In bar 
Maryland ..... | ...| | 2%....| 20-....| 
| | 
and 
ummer. 
3%. 
f 
b 
Dec. 
& 


Security Required. 


| Money 
| Tied Up. 


Losses. 


Security | Difficulty 
at Time of in Meeting 
Losses. | Drafts. 


| 


| 
| 


Remarks. 


Bonds approved by| 
Executive Council. | 


Personal or Surety! 
Company bonds to! 
amount of $100,000. 
each. 

Bonds in the sum of | 
$100,000. 


Surety Company) 
bonds for double 
amount of deposits. 


Noultimate 


Personal or corpo- 
rate bonds for 
double the deposit. 


Personal bond, and 
National, State or 
city bonds as collat- 
eral. 

Bonds in double 
amount of deposits. 
Approved bonds for 
double deposits. 


Same security given 
to individual de- 
positors. 


Bonds for double the} . 


deposits. Capital 
stock must be at 
least $50,000. 


None ....| None.... 


None . 


None.... 


None.... 


Small 
losses, amount. 
though 
banks 
have 
failed. 


None ....|. 


$300,000 lost and tied 
up (1893-7). = Still 
in litigation. 


None.... 


None.... 


$780..... 


None .... 


Bonds, 
but sure- 
ties also 


Should be “ Banks of 
Kansas” instead of 
“Banks of Topeka.” 


Interest should be 
charged on all de- 
posits. 
System 
tory. 


is satisfac- 


No changes to sug- 
gest. 


Satisfactory. 


Trust funds should 
also be deposited. 


Satisfactory. 


Banks should be se- 
lected by law. 


Satisfactory. 


| 
a 
| 
Mmm ...| None ..../..........| None ....| No changes desired. 
None ....|..........| None....| Nochanges. 
mS 
since 
1893- 
failed. 
—— 
me....| None..../..........| None....| Entirely satisfactory 
i 
t pres- 
ent. ke’ 
ne....| MM]. .........] None 
Same as | None ....| Satisfactory. 
ent. 
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No. of 
Deposi- By Whom Chosen. 
tories. 


Average When Where | Rate of 
Balance. | Largest. Kept. Interest. 


| 
New York .....| $7,200,000 | May and| In banks.| 144% | 150....| By Treasurer and 
Sept. Comptroller jointly, 


STATES 


1,200,000 | Feb. and! In Treas- 
ury vaults 


In banks. eenane By Treasurer and 

approved by Gov- 

ernor and Attor- 

ney-General. 


Oregon .......| 900,000 None .. By Treasurer. = 


Pennsylvania...| 7,000,000 | July and Active | ras (5 By Treasurer, ap- 
Aug. | banks, | active proved by Auditor, 
1%. banks). Secretary of State 
Others, and Treasurer. 
2%. 


550,000 | April, In banks By Treasurer. 
June, and Trust 

|Aug.,Dec.| Compa- 

nies. 
300,000 | March | In banks. By Treasurer and 
and April Comptroller. 
2,500,000 | Jan. and In vaults. 
Feb. 

244,000 | Dec. to In banks. ag By Treasurer 


Vermont 75,000 | Ir ...-| 2.....-| By Treasurer. 


| nal rate 
Washington ... May and’ In banks.) None.. | By Treasurer 
June. 


West Virginia. . | Jan. to In banks.) 3%.... | By Board of Public 
July. Varies. Works. 
1,250,000 | Feb. and In banks. ...-| Varies. By Treasurer. 
Aug. 


150,000 | Jan.and | In banks. 
to Feb 


200,000 


| 
| 
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| 

| Money Difficulty | R ks 

Security Required. Losses. | Tied U at Time of |in Meeting | emarks. 
Losses. | Drafts. 


Bonds of guaranty | Very little. None m ....| None....| Satisfactory. State 
companies for Not more + is preferred creditor. 
double deposits. than = 
1-1000% 
in 25 yrs. 


Surety bonds in None.... . No changes desired. 
sum of $600,000. 


No security is furnished. There have been no losses. Money is hn 

Treasury vaults, but some is kept in banks at Salem and Portland for convenience, at 

Treasurer's risk. 

Personal bond for | None. Nothing 

double deposits, or Banks serious. 

U. S. bonds of | have 

equal amount. failed, 
but losses 
made 
good by 
bonds- 
men. 
None ....| 


| 
Banks furnish Treas- re ....| Treasurer knows of © 
ury bond in sum of no better system. 
$700,000. 


Depositories should fe 
be fixed by law. 
Personal security .. . 


Bonds or other se- Have been some losses, but as Treasurer is | Interest 
curity. held responsible, he has made them good to paid. 
the State. 

Personal or Trust None ....| None ..| None ....| Too many depos.- 
Company bonds. ' tories. 

Bonds in double $24,000 tied up since None .... Surety Company 
amount of deposits., 1893, still on books a bonds instead of per 

and may be collect- sonal bonds. 

ed, in part. 
$40,000 None .. .| Satisfactory. 
(1893). 
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It is not the purpose of the writer to add another page to the 
growing volume of speculation on the Trust problem. The two 
thousand or more pages of expert opinion given before the Industrial 
Commission read very much like the usual expert testimony in 
criminal trials, in that the witnesses contradict on every point one 
another and not infrequently themselves. What we really need, to 
enlighten the discussion, is facts, not opinions. In this respect the 
Industrial Commission has performed a valuable service. Through 
its expert agent, Professor Jenks, it has collected a fund of reliable 
statistical data on prices. 

We propose to consider in the following pages the effect of 
combination on the prices of raw material and finished products. _ 


The Industrial Commission concludes, in its Review of Evi- 
dence on the subject of combinations, that the latter are in a position 
to buy their raw material cheaper than their competitors. The 
Commission is inclined, however, to minimize the effects of this 
advantage. It is shown, ¢. g., that the saving of the Sugar Trust 
on this item does not exceed one-sixteenth of a cent per pound’; it 
appears, however, from the testimony, cited further, that if the com- 
petitors of the trust find it “difficult to secure a customer, they will 
cut the price perhaps one-sixteenth of a cent per pound. One or 
two of the chief competitors seem to be forced to put their prices 
quite frequently at one-sixteenth of a cent below that of the Ameri- 
can Sugar Refining Company.’* It would follow that this saving 
of “not more than one-sixteenth of a cent per pound” would enable 
the American Sugar Refining Company to meet the cut and still 
1** Report of the Industrial Commission,” Vol. I, Review of Evidence, p. 16. 
 Jbid., p. 18. 
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retain the former advantage over its competitors. The difference is, 
accordingly, one not to be treated as a negligible quantity. 

The figures published on the subject of the prices of crude 
materials by the Commission relate only to the oil combination and 
have been furnished by Mr. Archbold, vice-president of the Standard 
Oil Company, and Mr. Boyle, editor of the Oil City Derrick, a 
witness friendly to the company. The tables confine themselves to 
Pennsylvania oil, which is a high grade product, and give the total 
amount of crude oil produced annually from 1860 to 1898, the total 
annual valuation of the product, the number of wells drilled by 
decennial periods and the estimated cost per well, from all of which 
the sum of $263,968,413.75 is obtained “as the profits of the produc- 
ing business for the last thirty-nine years, or an average of $6,768,- 
420.86 per year.”* The result appears to be quite satisfactory, com- 
pared with the annual valuation of the product, which averaged, for 
the period from 1870 to 1890, in rqund numbers $20,000,000, and 
from 1890 to 1898, about $28,000,000. 

These results are obtained, however, by combining the early 
period of oil production, when prices were generally high, with the 
later years, following the organization of the oil combination, which 
were marked by low prices of crude oil. Whether this was a mere 
coincidence, or there was a causal connection between the combina- 
tion and low prices, can be ascertained only by treating each period 
separately. An element of uncertainty in estimates of this sort 
is the landed interest, which has varied, since the beginning of oil 
production, from one-half to one-eighth of the output. Mr. Boyle’s 
calculation is made upon the basis of an average rental of one-fourth 
for the whole period 1860-1898; Mr. Archbold adopts the present 
rental of one-eighth throughout the period. The tendency of this 
assumption is to give the total an appearance more favorable to the 
oil producer. 

As totals do not lend themselves to comparison, the figures 
must be reduced to averages. We first take the tables furnished 
by Mr. Boyle and calculate from them the averages per well drilled 


> 


and per barrel of crude oil, On 


8" Report of the Industrial Commission,” Vol. I, Testimony, p. 434. 


4 a aa 
ce 
2 
‘ 
it 
‘2 
> 


«130 he Annals of the American Academy 


I. Averages per well : 


Value ....... .. . | $22,22800 $10,395 00 $6,45700) $5,886 00 
Cost : 
a 4,000 00 3,000 00 2,000 00 2,000 00 
Lifting, 25c. per bbl... . 1,397 00 1,357 00 1,887 00 1,705 00 
Land interest, 25 perct. . . 5,557 00 2,599 00 1,619 00 1,472 00 
Total cost . . . . . . $10,954.00 $6,95600 $5,50600 $5,177 00 


II. Averages per bbl.: 


$3 98 $1 92 $o 86 $0 87 
Landinterest ...... $0 99 So 48 $o 21 $o 22 
Cost of production. . . . g6 SI 52 54 
(ee $1 95 $1 29 $0 73 $o 76 
2 03 63 13 


In this calculation the bonus, or rental paid for holding the 
ground, is not considered at all. Mr. Boyle concedes that “it 
operates against the profits ;” he concedes also that it is necessary to 
pay this bonus in order to pursue the business, but he thinks that 
“the lease is speculative” and should therefore not enter into the cost 


of operating.* 
Granting, for the sake of the argument, the contention to be cor- : 

rect, it appears nevertheless that within the last two decades, 1. ¢., q 

since the organization of the oil combination, the average profits of 

the producer have been reduced from $3,439 to $715 per well, or from 


63 cents to 11 cents per barrel. The average price has for the last 
two decades remained constant, as well as the average cost of operat- 
ing ; that is to say, in the long run, the fluctuations within each dec- 
ade, extreme as they were, affected neither the average price, nor the 
average cost. This stability points to an equalization of supply and 
demand, when taken for periods of sufficient length. The inference 
is sustained by a comparison of the average annual production with 
the total stocks on hand before and after the organization of the 
trust. In the following table the year 1882, in which the trust was 
organized, is excluded and the averages are taken by eight-year 
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4“ Report of the Industrial Commission,” Vol. I., Testimony, p. 435. 
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Average annual production. Average stocks. 


; Period. | Percentage of Percentage 
5 1ooo bbls. | increase over 1000 bbls. of annual 
'preceding period production. 


. 14, 307 ath 8,660 
1883-90. . . . 23,448 | 25,832 
s891-98. . . . 


32,894 11,029 


During the first period following the organization of the trust 
the production of crude oil increased by 64 per cent as compared 
with the period next preceding, which resulted in an increase of the 
stocks slightly above the amount of the annual output. The oil 
combination justly claims the credit for having brought American 
oil into every nook of the world; in view of this fact an in- 
crease of the output by about three-fifths, while the population 
of the United States increased by one-fourth, could not be termed 
overproduction. During the next eight-year period, however, the 
average annual production increased only by 40 per cent, whereas 
the population of the United States, according to the XIIth census 
returns, increased by about one-fifth; at the same time the average 
stocks of oil were reduced to 33 per cent of the annual production, 
which is equal to the output of four months; still this contraction of 
the output had no effect on the price. There is no evidence of 
either overproduction, or reduction of cost of operating. But the price 
of crude oil was during these years made by the trust,—this was 
admitted by its representatives who testified before the Industrial 
Commission. There is no escape from the conclusion that the fall of 
nearly 80 per cent in the profits per well must have come from the 
efforts of the trust to keep the price of crude oil down. 

The average profits per well, taken for an eight-year period, do 
not tell the whole story, however, since a well becomes dry, as a 
rule, in about six months. To form a better idea of the condition 
of the oil producer, we shall compare the average cost of operating 
per barrel with the prices ruling for shorter periods. Taking the 
average monthly prices up to 1894 and the daily prices since 1895, 
as given in the Report of the Industrial Commission,® and converting 
gallons into barrels (42 gallons = 1 bbl.), we obtain the following 
table: 


5“ Report of the Industrial Commission,” Vol. I, Testimony, pp. 48-50, 4347439. 
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Averages per barrel. 
Rental Drilling |. 
| (— ). | and lifting, | Total cost. 
July, 1884 . $063 | $016 | | $068 | 
June to October, 1886: 
67 17 | 52 69 02 
Lowest . . 62 15 52 67 05 
February to September, 1887: 
Highest . . . ‘ 67 17 52 69 02 
December, 1890 67 17 52 69 02 
April, 1891, to October, 1893 : 
71 18 | 54 72 ol 
7 Lowest ed 51 13 | 54 67 16 
August, 1897, to Feb., 1898 : : 
71 18 54 72 Or 


Thus, relying upon the figures furnished by the editor of the 
Oil City Derrick, we arrive at the conclusion that within nine 
years out of seventeen since the organization of the trust, the 
average monthly price of crude oil fell at times below the average 
cost of operating; such a condition continued in 1886 for five 
months, in 1887 for eight months, and in 1891-93 for two years and 
seven months in succession. Even amidst the prosperity of 1897 
and 1898 the price of crude oil was for more than half a year below 
the cost of operating. 

In the preceding table the rental is figured at one-fourth of the 
gross product, as estimated by Mr. Boyle; the result is not materially 
changed, however, if Mr. Archbold’s estimate is accepted, as shown 
by the following table, where the rental is figured at one-eighth: 


| 

September to December, | | 
5 Highest . +++, $0 60 $0 07 $0 53 $0 o1 
+ Lowest | 58 07 51 03 

February, 1892, to Fe bruary, 1893: 
Highest 60 o7 | 53 
Lowest . . 51 06 45 09 
to August, 1893 : 

58 07 | 5! 03 


Date. — = Net loss 
(cost — 54 cents), 
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Thus, according to the showing made by a vice-president of the 
Standard Oil Company, there were within the space of two years, 
from September, 1891, to August, 1893 (both inclusive), just three 
months when the average price of crude oil repaid the cost of 
operating, viz., January, 1892, and March and April, 1893; during 
the rest of the time the price was from I to 9 cents per barrel below 
the cost of operating. 

The question naturally arises, Why did the producer supply the 
market for two years in succession at prices which did not cover the 
cost of production? The answer is given by Mr. James W. Lee, 
of Pittsburg, Pa., president of three independent oil companies, 
and attorney for the fourth. The following is taken frorh his testi- 
mony before the Industrial Commission : 


“Q. Perhaps you might explain to the Commission why the production 
could keep up under these circumstances. A. It is a speculative business. 
One man would come in and drill awhile, get a thousand-barrel well and 
grow rich. The hope of that sort of thing led men to put a great deal of 
money into drilling these wells. They all hoped to get large wells; they did 
not find them. More money has been put into the business in ten years than 
has been taken out of it. Still people make money often, though prices are 
low. There are wells that run as high as 15,000 barrels a day. Of course a 
man who has a well of that kind will make a large amount of money.’” 


Thus, average prices do not repay the average cost of produc- 
tion, which is considered by the economist; a speculator is not 
guided, however, by school books on Political Economy, he figures 
upon exceptional gains and the improvement of prices. The policy 
of the trust has largely contributed towards making the oil business 
a lottery. Says Professor Jenks: 

“The independent oil producers have said much about the arbi- 
trary acts of the Standard in fixing the prices of crude oil. The 
charge of arbitrary action is conceded by the Standard to be true 
in special cases. That organization has at times in special locali- 
ties raised the price of crude oil till it has ruined a rival pipe line, 
which was also a buyer, and then, on the absorption of the line, has 
lowered it again to the great disadvantage of the oil well owners. 
At times, too, where it has been almost the sole buyer of crude oil, 
it has kept prices so low that well owners were practically compelled 
to sell out to it; then it has raised the price.”’ 


6“ Report of the Industrial Commission,” Vol. I, Testimeny, pp. 282-283. 
The Trust Problem,” pp. 155, 156. 
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A few instances of price fluctuations are quoted here from the 
tables compiled by Professor Jenks. From January to July, 1884, 
the price per gallon of crude oil at Oil City fell from 2.65 cents to 
1.51 cents; from January to October, 1885, it went up again from 
1.69 to 2.50 cents; towards the month of August of the next year it 
fell again to 1.48 cents. From November, 1889, to December, 1890, 
the price fell from 2.58 to 1.60 cents. From November, 1894, to 
April, 1895, it rose from 1.97 cents to 4.22 cents. From January 
to December, 1898, the price went up from 1.50 cents to 2.79 cents, 
and towaids December of the next year it rose as high as 4.13 cents. 
The average price for 1880-89 is obtained by computation at 2.04 
cents per gallon, and that for 1890-99, at 2.19 cents. Thus the fluc- 
tuations within a few months ran at times as high as go per cent 
above the average price. 

This would leave little room for sound business calculations, 
since it was a mere matter of chance with the oil producer, in under- 
taking to drill a well, whether the price of crude oil would be doubled 
or cut by one-half. 

It is the opinion of Professor Jenks that arbitrary interference 
with prices by the trust was limited to special localities and on the 
whole “produced no great effect on the entire market. . . . 
The greater general changes seem to have been due to the changes 


supply brought about by other causes.”* His figures, however, 
justify a different conclusion. To confine ourselves to the period ¥ 

following after the organization of the Standard Oil Company, the ; 


depression in 1891 to 1893 is ascribed to the discovery of a new 
field in Pennsylvania with some of the largest wells ever known in 
_ this country. Still referring to the tables, we find that the stocks of 
Pennsylvania oil in 1892 were one-half those in 1882, and yet the 
average price in 1882 was 78% cents, while in 1892 it was 55% 
cents. In 1893 the stocks were only 5 per cent above those in 
1898, and the production was I per cent less than in 1898, and yet 
the price in the latter year was 9114 cents, while in 1893 it was 64 
cents. In 1895, “the market was largely speculative for a time,’ 
and it was claimed “that the advance in crude oil was largely arbi- 
trary” and intended to overthrow the independent refiners ; the con- 
tention is not disputed by Professor Jenks. The decline in 1897 


8 Loc. cit., p. 156. 
9 ]bid., p. 157. 
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is ascribed to the opening of the West Virginia fields ; yet the annual 
output was affected only to the extent of 1,200,000 bbls., an 
increase of 3% per cent,—and the stocks on hand were increased by 
a like quantity; so whereas in the preceding year they had been 
equal to the output of fourteen weeks, in 1897 they reached the 
output of sixteen weeks; this could hardly be spoken of as over- 
supply of the market, and yet the price fell from $1.19 to 7834 cents 
per barrel. These are all the cases cited by Professor Jenks 
support of the proposition that the greater general changes in Giles 
have been due to changes in supply, and from these cases, at least, 
it does not appear that supply and demand had any part in determin- 
ing the price within the periods referred to. 

To sum up, the fact is established by the testimony on behalf of 
the Standard Oil Company that the trust at times depressed the 
price of crude oil below the cost of production; in so far as this was 
done only in special localities it added to the profits of the trust, 
without benefiting its competitors. This answers the familiar argu- 
ment that no special advantage accrues to an industrial combination 
from reducing the cost of raw material, since the benefit would be 
shared by producers alike. 


We come ~— to the price of products made by trusts. The 


complaint against the trusts is that they have raised the prices of 
manufactured products and introduced the practice of local dis- 
crimination to kill competition. The answer is a “general denial.” 

The Industrial Commission made a thorough study of prices, 
confining itself to but a few articles. The Civic Federation of 
Chicago, in 1899, sent out interrogatories to a number of persons 
who were thought competent to speak on the subject. The answers 
received were tabulated by Professor David Kinlev, of the Univer- 
sity of Illinois; the results are reproduced in the following table :'° 


Prices after consolidation. 


10“ Chicago Conference on Trusts,” pp. 530-533. a ; 
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It is claimed in justification of the general rise of prices of 
finished products, that it is due to a rise in the prices of raw 
materials; thus, ¢. g., the rise in the price of tinplate is explained 
by the rise in the prices of steel and tin. While the explanation may 
hold good in many cases, it merely shifts the blame from one trust 
to another, since the production of raw materials is also largely con- 
trolled by trusts; the fact still remains that about nine-tenths of 
trust-made articles increased in price. The exhaustive study made 
by Professor Jenks for a few selected articles leaves no doubt that 
the margin between the selling price and cost of material has been 
raised by combination. If the conditions were exceptional in these 
cases, it would have been easy for the combined producers of other 
articles to demonstrate it before the Commission by figures drawn 
from their books. No such testimony has been offered and the con- 
clusions of Professor Jenks stand uncontroverted. 

On the subject of local discriminations an abundance of figures 
is presented by the Industrial Commission. There is, in the first 
place, a table of monthly prices of standard white illuminating oils 
at New York, Chicago and Cincinnati for the fifteen-year period 
1885-99; the table is given with the testimony of Mr. Archbold, 
and is thus above suspicion of prejudice against the Standard Oil 
Company." 

An examination of the table shows that, as a rule, the price at 
Cincinnati is lower than at Chicago, and at Chicago lower than at 
New York, which must be accounted for by some permanent reason. 
Still it appears that on many occasions the situation was reversed. 

Thus, oil sold cheaper at New York than at Chicago: in Novem- 
ber, 1887; in February and August, 1888; from May to July, 1889, 
and in November of the same year; from March to June, 1890, and 
in November of the same year; in September, 1891, and from 
a November of the same year to January, 1892; in January, May and 
October, 1893, and from December of the same year to February, 
1894; in September of the same year. 

The New York price fell below the price at Cincinnati: in 
September and October, 1888; from August to October, 1889, and in 
December of the same year; in February and March, 1893; in 
bn March, 1894, in May and June and from August to October, 1895. 


1“ Report of the Industrial Commission,”’ Vol. I, pp. 547, 548; 
of the Department of Labor,” No. 29, pp. 725, 726. 7 ‘td 
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and September, 1892; from April to October, 1895; in July, August 
and October, 1897; and in March, 1898. These fluctuations cannot 
be adequately accounted for by any other agency but local fluctua- 
tions of supply and demand. 

In addition to this study of three important markets, extending 
over a number of years, the Industrial Commission has also a con- 
temporaneous survey of over fifteen hundred local markets, repre- 
senting every State in the Union and coming from towns of all 
varieties of size and characteristics.” 

The information was received in reply to a schedule of inquiries 
which had been addressed to retail grocers throughout the United 
States. Four articles were selected, because of the fairly uniform 
quality of the product—illuminating oil, sugar, salt and Royal 
Baking Powder, and the grocers were requested to give the prices 
paid on February 15, 1901, or on the nearest day when purchases 
of these articles had been made. Taking illuminating oil, varia- 
tion in price may proceed from one of the following causes: (1) 
difference in cost of production at different sources of supply, (2) 
freight rates, (3) cost of distribution, which is likely to be in inverse 
ratio to the quantity sold in any given market, (4) cartage, which is 
presumably higher in a great city like New York, than in a small 
hamlet. The following table is constructed from the data of the 
Commission, with a view to eliminating the first two causes of varia- 
tion ; all cities enumerated in the table are supplied by the Standard 
Oil Company from the same refinery, located at Whiting, Ind.; the 
last column shows the net price, after deducting freight charges; 
the cities are arranged in the order of their population. 

It is evident from this table that neither the size of the market 
nor the cost of cartage offers a satisfactory explanation of the 
variations in the net price of oil. Here are two cities, Indian- 
apolis and Kansas City, substantially alike in population, and yet 
the price at the latter is 36 per cent above that at the former. Little 
Rock, Ark., and Dubuque, Iowa, have also substantially the same 
population, and yet the price at Little Rock is 1.55 cents per gallon 
above that at Dubuque. Vicksburg, Miss., and Cheyenne, Wyo., are 
also equal in rank, and yet there is a difference of 3.1 cents per 
gallon, or nearly 40 per cent. 


#2 “Report of the Industrial Commission,” Vol. XIII. pp. 773-911. 


| 
ee 
* 
4 
bs 
5 
x 
: 
[ 
4 
NG 
4 
a 
— 


_ The Annals of the American Academy 


a® 


Gen Cal. 342,782 | $013 $005 | $0 o8 
| 204,731 00.74 06.26 
Indianapolis, Ind. ........ 169,164 0.5 | 005 | of 
Denver, Col. .. . 16 04.9 | 11.1 
90,426 14 | 05 09 
Des Moines, Iowa... . O15 | 06.5 
Little Rock, Ark. . 38,307 11.5 09.6 
36,297 | 09 00.95 | 08.05 
19,164 o8 00.8 | 7. 
Vicksburg, Miss... . .. . 14,334 09.5 O1.5 | 08 
14,087 16 04.9 | 
Dek. . . 10, 266 10.5 o1.8 | 08.7 
9,589 12.5 | 03 09.5 


On the other hand the price at Denver is precisely the same as 
at Cheyenne, Wyo., though the population of the former is nearly 
ten times as large as that of the latter. San Francisco and Vicks- 
burg, Miss., are charged the same price, though the former has a 
population twenty-three times as large as the latter. Indianapolis 
pays the lowest price; if the increase in the size of the city carries 
with it increased cost of distribution, then there are at least thirteen 
cities, beginning with Denver, where the price ought to be lower 
than at Indianapolis; if, on the contrary, the larger the market, the 
lower are the selling expenses, then one would expect the price at . 
San Francisco to be the lowest, whereas in reality it is 60 per cent E 
above the minimum. The difference in population and size between 
Indianapolis and Denver does not seem to be such as to account for 
the fact that the net price at Denver is more than double what it 
is at Indianapolis, while the price actually paid is nearly treble. 

Let us now take at random a few instances within the same 
States. In Arkansas the highest price, 15 cents per gallon, is 
charged at Hot Springs, with a population of 9,973, and the lowest, 
11 cents per gallon, at Helena, with a population of 5,550. The 
former, with a population nearly twice as large as the latter, ought 
to have the advantage coming from larger sales, while both are so 
small in size that there can be no material difference in cartage. Oil 
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is supplied in both cases by the Waters-Pierce Oil Company, a 
branch of the Standard. The freight rate from Whiting to Little 
Rock, Ark., is 1.9 cents per gallon; the local difference in freight 
between Hot Springs and Helena cannot explain a difference in the 
price as high as 4 cents. 

For New Jersey we have the following figures: 


Population. Gross price per gallon. 


Newark .. . 246,070 


Why is the price not affected by the distance between Jersey 
City and Bayonne, whereas the same distance between Jersey City 
and Hoboken results in a difference of 1 cent on the price, and the 
greater distance between Jersey City and Newark adds only % 
cent? Why is the difference between the price at Hoboken and that 


at Newark as high as 11% cents per gallon, exceeding the freight 
from Buffalo to points in New Hampshire or Vermont? These are 
queries for which neither the cost of cartage nor the size of the 
market seems to offer an adequate answer. 

Taking the State of New York, at Buffalo, which is one of the 
great distributing centres, the price is 8 cents, whereas at Cohoes, a 
town with a population of 23,910, a few miles from Albany, it is 6% 
cents. Albany is supplied from Buffalo, the freight rate is 34 
cent per gallon. Thus the reduction in favor of Cohoes amounts 
to 2'4 cents per gallon, or to more than 25 per cent of the price at 
Buffalo. It does not seem clear why the cost of distributing oil 
within the city of Buffalo should be as high as 2! cents per gallon, 
while the variation between Jersey City and Newark is only ™% cent. 

In Virginia, the price at Norfolk, a seaport with a population 
of 46,624, is 9 cents, while at Winchester, an inland town with a 
population of 5,161, it is 6 cents per gallon. A difference of 3 cents 
could not well be accounted for by the cost of cartage within the city 
of Norfolk, when it is considered that the highest price in New York 
City, 9 cents, is only 2 cents in excess of the price at Rensselaerville, 
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Rensselaer County, which, like Winchester, enjoys the privileges of 
the “most favored’’ towns. The examples might be increased at 
pleasure. 

The reason for these variations is evidently to be sought in 
local fluctuations of supply and demand. This explanation is 
directly corroborated by the testimony of Mr. Monnett, former 
attorney-general of Ohio. He submitted a table showing the 
Standard Oil Company’s prices of kerosene from tank wagons on 
the same day in thirty towns in Michigan and Ohio, of which there 
were twelve where the Standard Oil Company had competition, and 
eighteen where it had the local market all to itself. In the former 
towns the price varied from 434 to 6% cents per gallon, whereas in 
the latter it stood at from 734 to 834 cents.” 

An examination of the prices of Royal Baking Powder would 
simply duplicate what has been stated above. It is needless to 
inquire into the figures relating to sugar and salt, since it has been 
candidly admitted before the Commission on behalf of the American 
Sugar Refining Company and the National Salt Company that local 
discriminations are practiced to meet competition." 

The foregoing data seem to indicate that the prices charged by 
trusts for their products have little or no relation to the costs of 
production and distribution. 

Where the combination controls the bulk of the output, compe- 
tition will as a rule be only local. Within the domain of monopoly 
the level of prices will be determined by the mathematical rule of 
maximum and minimum: the price may be high or low, according 
to whether greater net results could be secured by smaller sales at 
higher prices, or by larger sales at lower prices. In markets of 
equal size, it would seem, the net price (i. ¢., the selling price less 
the cost of transportation) would tend towards uniformity. Within 
the competitive field prices ought to be regulated, in the long run, 
by cost of production. The combination, however, enters as a 
disturbing factor. On the one hand, monopoly profits secured in 
some markets enable it to cut the prices below the normal competi- 
tive level in others. On the other hand, to recoup for the loss in the 
competitive market, the price may be raised even above the normal 


monopoly level where the market is controlled by the combination. 


18“ Report of the Industrial Commission,” Vol. I, Testimony, p. 317. 
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The raise may perhaps reduce consumption; still a part of the 
supply would probably have to be diverted, in any event, from the 
non-competitive market, in order promptly to meet the increased 
demand at abnormally lew prices in the competitive market; so 
the elements of the calculation being changed, the maximum returns 
would be produced by a new price. 

Thus where a combination is in practical control of the output, 
competition of independent producers will not steady prices, but on 
the contrary will widen the range of price fluctuations beyond what 
they would be either under free competition, or under unrestrained 
monopoly. 
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THE TEST OF THE MINNESOTA PRIMARY ELECTION SYSTEM 


If we may believe a few deep thinkers and a host of superficial ones, 
the present trend of thought is away from the old faith in democracy, 
which characterized the political thinking of the last century. Some few 
do not hesitate to pronounce the democratic movement of the nineteenth 
century wrong in principle and a failure in practice. Others less extreme 
express grave doubts as to its value. They believe that democracy has not 
done and cannot do a tithe of what its early champions claimed for it. At 
the same time they suggest that already the principle has been applied as 
far or even farther than is desirable. Yet, as if to make light of these 
pessimistic thinkers, there is at present in the United States a strong ten- 
dency to put into operation various political devices that once generally 
adopted, will extend the sway of democracy far beyond anything hitherto 
known in any of the large democracies of the world. Of these devices the 
two that appear to find the greatest favor in the United States are the 
referendum and the primary election. Within a few months the city of Chicago 
and the State of Washington have experimented with the referendum of 
taken steps to do so. In Minnesota, on September 16, the primary election 
system received a trial in a constituency sufficiently large, widely extended, 
and socially diversified to furnish a real test of the system. It is the purpose 
of this article to present in concise form an analysis of the latter experiment, 
seeking to indicate exactly what the test has shown upon the various points 
that must be considered in deciding whether the system is a failure or a 
success." 

In 1899 the Minnesota legislature decided to test the primary election 
system. The experiment was tried in the largest county in the state, Hennepin. 
The passage of the law was not due to any very general and insistent demand 
even in Hennepin County. The old caucus and convention system had not 
been marked there by any abuses more flagrant than elsewhere, while the 
attendance upon the caucuses of the dominant political party had been 
higher than the average of similar communities in other parts of the country. 
The law was enacted principally because an able, progressive and energetic 
member of the Hennepin County delegation persuaded his colleagues of 
the delegation to favor the measure and then the legislature accepted it as 
measures of a local character are commonly accepted by legislative bodies. 


1This study is based upon: (1) Official election returns; (2) personal knowledge, particu- 
larly for Henrepin County and the city of Minneapolis; (3) the post-election issues of about 
125 different newspapers. There are about 650 newspapers published in the state. Excluding 
religious, industrial and fraternal newspapers this is about 25 percent of the newspapers, 
Practically all of the dailies have been used. 
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in 1900.2 Upon the 
whole the trial was favorable to the system. It brought to the polls 89.2 
per cent of the voters, who subsequently voted at the general election. The 
quality of the nominees in general was much superior to previous selec- 
tions; particularly was this true of the aldermanic candidates. Public 
opinion was nearly unanimous in favor of the system. All the newspapers 
pronounced it a success and no man of prominence took a firm stand against 
it. The general opinion was that the one bad result was an accident, liable 
to occur under any method and not fairly chargeable to the system alone. 

The law under which the recent test was made was enacted by the 
legislature at a session beginning a few weeks after the test in Hennepin 
County. That success was the chief argument for and the principal reason 
of its passage. The public demand for such a law was only fairly strong, 
not irresistible. It was not based upon a strong desire to get relief from 
intolerable abuses, but upon the ground that Hennepin County had a more 
perfect system and that the remainder of the state was entitled to the same 
privilege. There was considerable opposition to the measure in the legis- 
lature and it had to be amended by leaving out the state officials before its 
passage could be secured. This opposition was not to any considerable 
extent along party or locality lines, but appears to have been due to tempera- 
mental causes and real or fancied personal interest. 

In brief, the chief provisions of the law are as follows* At least 
twenty days before the primary election persons who desire to become candi- 
dates for party nomination must file affidavits and pay small fees to the 
county auditor if the constituency lies wholly within one county. The 
Secretary of State acts in place of the auditor for larger constituencies. 
The affidavits must state among other things that the candidate is a quali- 
fied voter and that he belongs to the political party whose nomination he 
seeks. This done, the candidate’s name is placed upon the ballot of his 
party. These ballots are prepared by the proper public officials in precisely 
the same manner as for a general election, except that there is one ballot 
for each political party. In the eyes of the law a political party is dead if 
it did not poll 10 per cent of the total vote at the preceding general election. 
If a party is excluded by the operation of this provision, it can obtain 
restoration by the presentation of a petition bearing the signatures of 10 
per cent of the voters. The primary election occurs upon the first of the 
three general registration days, which is seven weeks before the general 
election. By registering for the general election, the voter becomes entitled to 
take part in the primary election. In general, the procedure differs from that 
of the regular election day, only in that the voter must ask for the ballot of 


8General Laws of Minnesota, 1901, chapter 216. 
4The law contains no definition of party membership for the purpose of candidacy. It has 

such a provision for voting purposes. In at least one case a candidate for a nomination found 

that he could not vote for himself, because for voting purposes he belonged to another political 
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the political party to which he belongs, and if his right to the ballot that 
he calls for is challenged, he must swear in his vote. A rule is provided to 
determine what constitutes party membership for voting purposes. The 
rule is that the voter belongs to the party “whose candidates he generally 
supported at the last general election, and with which party he proposes to 
affiliate at the next general election.” In other words, he must have once 
supported the party and intend to support it at the approaching election. 
After the primary election has determined the party nominations, independent 
candidates can be placed upon the ticket by petition of 5 per cent of the 
voters, but no person who was beaten at the primary election can become an 
independent candidate. 

In forming a careful judgment upon the recent test of the system just out- 
lined, the following points are of prime importance :!the size and distribution 
of the vote “whether party nominations were actually made by members of | 
the party Jthe quality of the men who offered themselves as cpididates for =" 
party nominations ;4the quality of the successful candidates; “the kind of © 
methods employed in the campaign prior to the day of voting; the effect of 
the primary system upon party organization, methods, and subsequent suc- 
cess; the attitude of the people towards the system after its trial. 

In size the vote did not corrsspond exactly to the expectations of either the 
friends or the foes of the system. In the general election of 1900 the vote of 
the state for Congressmen® was 317,936. The corresponding vote at the 
recent primary election was 175,235, or 55.7 per cent of that polled at the 
preceding general election. The vote of the dominant party (Republican) 
was 78.8 per cent, while the Democratic vote was only 26.3 per cent. i 
the absence of statistics to show the number of votes commonly cast at the 
caucuses under the old system, it is not possible to determine how great an 
improvement this was in the size of the vote, ] In the city of Minneapolis, 
where attendance at the caucuses was probably far beyond the average 
of the state, the dominant (Republican) party seldom secured an attendance 
of over 35 per cent of its voters. The attendance at the Democratic caucuses 
was much less. The fact that the vote at the recent test was not larger ees 
disappointed enthusiastic supporters of the new system, since it was — ss 
much smaller than three previous local trials had led them to anticipate. “ 
At Minneapolis in 1900 in the mayoralty contest, 89.2 per cent of the vote 
subsequently cast at the regular election was polled. At Duluth, in 
December last, in a municipal election the vote was 69.8 of that subsequently 
cast. In the St. Paul municipal election a little later an even better showing 
was made, when 94.6 per cent of the vote was cast at the primary election. 
Many reasons have been offered to explain why the vote at the recent 
trial was not larger. Of the many suggested, six certainly operated to keep 
down the vote. (1) Many members of the minority parties did not vote. — 3 
(2) Lack of sharp competition kept down the vote in many localities. (3) 


5The congressional vote is selected as the basis of comparison because it probably repree 
sents about the average of the votes and is the only one for which official figures are yet 
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Large numbers of farmers could not or would not leave their work in order 
to vote. (4) The absence of great political excitement operated everywhere 
to reduce the attendance at the polls. (5) The novelty of the system accounts 
for the absence of many voters. (6) A serious objection on the part of 
the voters to one feature of the system kept many persons from taking part. 

In the entire state the Democratic party cast only 26.3 per cent of the 
vote that it had polled at the previous general election, while the other 
minority parties secured only 4.2 per cent. These figures undoubtedly indicate 
that many members of the minority parties remained at home, although 
there was a special reason to account for the disappearance of much of the 
minority vote, as will presently be shown. A study of the Democratic vote 
by counties would make this still clearer. In several counties it was less 
than 10 per cent, the average being raised very much by quite large votes 
in a few counties. The occasion for this is to be found in the second and 
sixth of the reasons for the small size of the vote, 

Lack of sharp competition for the nominations on the part of either 
of the two leading parties, it goes without saying, would much reduce the 
vote. The extent to which this actually operated may be seen in a table 
showing the distribution of the congressional vote by districts. Py anal 


Congressional Vote by Districts 
I 2 3 4 | 5 | 6 7 8 9 
Total vote at the primary election in | | 
1902, compared with the vote at | | 
the general election in 1r900...... 57-9| 39.5| 46.8] 54.2) 78.1) 56.1 | 55.6} 64.8 474 
Republican vote similarly compared. .| 88.5 | §3.2| 60.3} 58.7) 92.8) 74.4)| 80.1 94.0 | 86.7 
Democratic vote similarly compared. .| 19.0] 17.5 | 29.6] 46.4 8 35-9 | — 221} 40 


In the second district, it will be noted, the total vote is much below the 
state average of 55.7 per cent. There the Republican and Democratic tickets 
each had but one candidate for the congressional nomination. Every 
county in the district has a large Republican majority, and sharp contests 
for the county and legislative nominations enabled the Republicans to get 
out a fair vote, despite the lack of a congressional contest. The Democrats, 
however, with no prospect of electing any of their candidates, had no con. 
tests and consequently had a vote so small that it pulled down the percentage 
of the total vote in the district to the smallest*in the state. Only two dis- 
tricts have total votes much above the state average. In one of these, the fifth, 
it will be observed that both parties considerably exceeded the state average 
for the total vote, as well as their respective party averages. This was due in 


® No Democratic candidate in this district. \ ie vr 
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part to the fact that the district is mainly an urban community, but principally 
to keen competition for places upon both tickets.” The fact that the Republican 
| party has carried every congressional district in the state at every election 
since 1894 and has a majority of seventy-two out of the eighty-two counties 
made Democratic nominations little sought after. Lack of contests for 
Democratic nominations made the vote of that party small and contributed 
much to the smallness of the total. A comparison of the party votes by coun- 
ties would show some wide variations even in the dominant party. Further 
investigation would show that in almost every case where the vote is par- 
ticularly small it was due to the absence of a sharp local contest. A complete 
study of the counties would also show that in a surprisingly large number 
of them there was no particular contest on one or even both tickets. The 
state and district averages of both parties are due quite largely to high 
averages in a few counties.C In Dodge County, to cite a single example, 
the Republican vote was 128.6 per cent of what it had been in the general 
election of 1900.) 

The size of the total vote was perhaps most seriously affected by failure 
of the farmers to vote in as large numbers as had been expected. At the 
present writing it is not possible to determine with accuracy the distribution 
of the vote between urban and rural districts, but there can be no doubt of 
the fact that the rural vote was small. Almost every country newspaper 
commented upon it, giving as the reason that the farmers were too busy to 
vote. The backwardness of the season, which had delayed their work, is 
largely responsible for this abstention. Naturally this absence from the 
polls on account of pressing farm labors was much greater in the northern 
than in the southern counties. The small vote in the ninth and in the 
northern portion of the seventh districts is to be explained in this way. Otter 
Tail County, the largest in the ninth district, cast only 22.1 per cent of its 
vote, although the fight for the Republican nomination was one of the fiercest 
in the state. A comparison of two county votes in the seventh district will 
show the operation of this cause still more clearly. Traverse County is upon 
the northern boundary of the district, Lyon County upon the southern. 
Lyon County cast 66.1 per cent of its vote, Traverse County only 36.6 per 
cent. The candidate who was generally picked as the probable winner had 
his chief strength in the northern end of the district. He stood third in the 
race. 

It is very difficult to determine with any degree of certainty just how 
far the novelty of the system affected the vote. Opponents of the system 
have declared that the novelty of the system was favorable to a large vote, 
and have pointed to the fact that in Minneapolis, St. Paul and Duluth, 
the vote at the second trial of the system was smaller than at the first trial. 
The matter does not admit of much proof. ¥ My own impression is that the 
novelty of the system diminished the vote. The country newspapers in 
large numbers, whether for or against the system, mention the novelty of it 
as one of the reasons why the rural vote was not larger. In the cities and 
villages more of the voters had been accustomed to attend the caucuses at 
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- Jeast occasionally and so were in the proper frame of mind to take up with __ 
the system promptly. In the country many of the voters had never con- 
cerned themselves about nominations until they were made; such voters — 
could not be expected to make use of the system in as large numbers as 
may be expected later on. Sur 
VY One feature of the scheme, as provided for in the law, proved decidedly m3 
- unpopular and did much to reduce the vote. Everywhere large numbers of — 
voters objected to the provision requiring them to disclose their political _ 
affiliations. In some places quite a number registered for the general election, | 
but refused to vote at the primary. 14e firemen in the city of Minneapolis 
-yery generally did-so. Many voters undoubtedly remained away, knowing 
* the requirement of the law. There is no one point about the operation of amet 
_——— concerning which the newspapers so entirely agree. It may be 
id that it worked badly in communities where one party has a large majority. 
Members of the minority parties especially object to disclosing their politics. . 

_ In the city of Minneapolis and to some extent elsewhere, it was announced _ 
that the campaign committees of both parties would have men at the polls 
to make a record of political affiliations. This announcement certainly kept _ 
many voters away from the polls. 

In one respect the intention of the law was openly disregarded. The By 
requirement that each voter must declare the party to which he belongs was _ 
_ intended to make certain that none but Republicans should be permitted to 
vote for Republican candidates, and none but Democrats for Democratic 
_ candidates. The proof that this was not actually secured is overwhelming. 
_ The smallness of the Democratic vote in the state would of itself argue that 
_ some Democrats had voted the Republican ticket. Republican newspapers — 
in all parts of the state, except in Democratic counties, declare that many 
known Democrats were allowed to vote the Republican ticket; challenges — 
- were almost unknown, and the judges appear to have invariably permitted 
the voter to swear in his vote. The large vote which the Republicans cast | 
in Dodge County has been already alluded to. Much of it was doubtless 
due to the fact that sharp competition for the nominations brought out an 
unusually large number of Republican voters. Where the rest came from 
may be discovered by comparing the Democratic vote at the primary with _ 
the preceding general election vote. At the primary the Democrats cast 27 
votes; at the last general election they had cast 904 votes. In 1900 the town of ; 
Graceville was a Democratic stronghold. The Democrats had 177 votes, the | 
epublicans 95. At the recent primary one Republican candidate there polled 
201 votes, another 94, and a third 7. The Democratic ticket received but 6 
votes. It is, of course, obvious that at least one and probably two Republican 
candidates were assisted by Democratic votes. In strongly Democratic | 
counties precisely the opposite took place. Republicans preferred to sacrifice 
their opportunity to assist in the selection of the Republican nominee for — 
Congress, in order that they might exercise a choice among the Democratic 
aspirants for county office. In Shakopee, located in a Democratic county, 
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the recent primary election in two wards there was not a single Republican 
vote. The Republicans openly voted the Democratic ticket. As a rule, 
in all counties where one party had so large a majority that a county 
nomination was tantamount to an election, the members of the minority 
party quite generally voted the ticket of the majority party. In some places 
where the parties were more evenly divided it may be that members of the 
minority party voted the majority ticket in order to put weak candidates upon 
it. I do not think, however, that this was often done.¥ I have only found two 
newspapers making the charge, and in neither case was there any specifica- 
tion of detail. The members of the minority party who voted the majority 
ticket seem to have done it because no objection was offered and they had 
been solicited to do so by aspirants for nomination. 

“ In the long run the success or failure of the primary election system 
must depend largely upon the kind of men that it encourages to become can- 
didates for nomination. Opponents of the system have argued that under it 
an inferior class of men will offer as candidates, since even a nomination 
cannot be secured except after that sort of campaigning which is often dis- 
tasteful to men who would make excellent officials. Friends of the system 
have claimed that a better class of men will come forward as candidates, 
believing that the people will deal more justly with them than would 
conventions manipulated by politicians|_ The recent trial did not settle the 
question nor did it afford any very clear indication of the tendency. | All 
sorts of men offered themselves as candidates. The opponent of the"System 
who declared that few good men would come forward proved to be a false 
prophet. The champion of the system who predicted that unfit men would 
not consider it worth their while to become candidates was no more adept 
ip prophecy. One of the amusing features of the campaign in Minneapolis 
was the earnest and aggressive efforts made by various eccentrics, who had 
no chance whatever of success and whose claims would never have received 
a moment’s consideration from any political convention. So far as the test 
determined anything upon this point it seemed to show that good men will 
of their own motion come forward a little more freely than under the con- 
vention system, and that good men can be induced to offer themselves to 
the people quite as easily as to conventions. This apparently is due to con- 
fidence in the result of the people’s judgment and because offers of personal 
Support have a more tangible value than under the old system. 

Naturally the most important question of all is, What kind of men actually 
receive the nominations? Here opinions will differ widely and a single test 
is not a sufficient criterion as to the effect of the system. Two things at least 
seem to be established with a reasonable degree of certainty. (1) A very large 
proportion of those already in office obtained renominations. Everywhere 
the newspapers commented that the system favored those in office. This 
seems to be particularly true of administrative offices. (2) In the small con- 
stituencies better nominations were made than under the old system. It 
would not be safe to affirm that there was no improvement in the large con- 
‘stituencies, but if there was any it was less noticeable. For a number of 
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reasons the value of the system in this particular when applied to large con- 
stituencies was not thoroughly tested. There was much, however, to suggest 
that if the system becomes a permanent institution its greatest improvement 
will be in bringing about the selection of a superior class of men for minor 

Jocal offices. 

ts Only four of the seven Congressmen from Minnesota were candidates 

_ for renomination ; two of them were unopposed and the others triumphed 
over their rivals. All will agree that three out of the four are men of first- 
rate ability and have made excellent Congressmen, while many will make 
the same claim for the fourth. Of the five’ new nominees not as much can be 
said. One cannot feel altogether certain that any of them will rank up with 
the leading members of the delegation. For none of them could it fairly be 
claimed that he is clearly and indubitably the superior of all his rivals for 
the nomination. 

The membership of the Minnesota legislature changes gapidly and it is _ 
exceedingly difficult for any but a very close observer to tell just what mem- 
bers serve their constituents well. One must form his judgment as to the 
primary election system and the legislature from a few cases. [It would 
seem that nearly all the conspicuously able and faithful members who sought 
renomination were successful, while several at least of the flagrantly bad 
members were beaten. J The quality of the new members cannot be deter- 
mined in advance. 

It is quite impossible for any one to know with much certainty the pre- — 
cise qualifications of the nominees upon the county tickets; only a very general — A 
notion can be obtained in regard to them from the comments of the news- | 
papers, particularly the newspapers of the opposing political party. If these — 
notices may be trusted, it is quite certain that the county tickets are far 
better than the average of previous years in point of integrity and ability. J 

Only in the city of Minneapolis was there a municipal election also. 
The result was much like that at the trial two years before; in part bad, but, 
principally good. Candid Republicans quite generally admitted that none 
of the three candidates for the mayoralty nomination fairly represented the _ 
party. (The least objectionable of them received the nomination by a large 
majority. On the Democratic ticket the better man and the best of all the 
aspirants for the mayoralty received the nomination by a small majority. The 
result of the aldermanic contests was particularfy gratifying to all friends 
of good government. Eleven of the thirteen retiring aldermen were candi- 
dates for renomination. All who belonged decisively to the good government 
element were successful. The prospect as regards the new nominees is decid- 
edly promising. Several who are certain of election will at once join the good 
government element. 

In the matter of the methods which the general adoption of the primary 
election system would introduce into American political life the recent test 
was a clear indication. It lengthens materially the period during which 
politics is the all-absorbing topic. Quiet campaigning began more than a 


1The reapportionment gives Minnesota two additional Congressmen 
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year before the election day and active public work started early in the 

A summer. Whatever others may think, printers, lithographers, bill-posters, and 

’ “the proprietors of halls and livery stables are likely to think well of the 
system for they reaped a rich harvest. Newspapers and theatre programs 
were filled with pictures and notices of candidates. In the cities at least nearly 
every telegraph and telephone pole was adorned with campaign placards. 
Where the constituencies were small and compact enough there was a 
great deal of house-to-house canvassing. (The idea upon which most of the 
candidates proceeded was that the man who made his name best known to 
the voters would capture the nomigation. It is now apparent that this idea 
was to a large extent fallacious. @ Extensive advertising and great personal 
activity in many cases produced ridiculously small results.J The three things ° 
that to moat effectively were ability to produce a good 
personal impression, the extent and character of the candidate’s reputation 
prior to the campaign, and the formation of a good organization of experi- 
enced political workers. 

As most of contests were for local offices, it was not to be expected that 
questions of national importance would enter to any great extent. The only 
opportunity for such questions was in the congressional contests. In only 
two of the nine districts were these contests waged to any great extent upon 
such issues. But there national questions, such as tariff revision, reciprocity, 
Cuban relief, and the control of trusts, were thoroughly discussed and deter- 
mined in large part the casting of the votes. In many of the contests, questions 
of nationality and locality cut a large figure. The frequency with which 
candidates appear to have had a large vote in one section and no support 
at all in another, shows that sectional lines were often sharply drawn. On 
the other hand, a host of items in the newspapers indicate that appeals to 
such prejudices were in many cases quite futile. 

It will thus be seen that the methods of the primary election campaign 
were quite similar to the familiar methods of the general election cam- 
paign. Complaints of corrupt, unfair, or pernicious methods, while not wholly 
absent, were not numerous. It should be remembered, however, that even 
the cities of the state have comparativly little of the element that can be 
easily captured by such methods. 
wv One of the objections most urged against the primary election system is 
that it will seriously interfere with party organization and will thus jeopardize 
party success. The recent trial did not give much opportunity for the framing 
of even a tentative opinion upon this subject. It did show, however, that 
two of the particular fears of those who urge this objection are to some 
extent well grounded. Political workers who go through one strenuous 
campaign are not likely to be immediately ready for another. The recent 
test showed that party workers would not stand to one side while the nomi- 
nations were being made. They entered the primary election campaign most 
actively. Many of them will scarcely be able to give as much time as 
formerly to the regular election campaign. It is also hard to see how some 
of these workers can now do any effective service in behalf of some of the 
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men that they opposed so vehemently in the race for the nominations. The © 
other objection is that evenly balanced tickets cannot be secured because proper _ 


influence, and therefore that many weak tickets will be presented. A legisla- _ 
tive district in Minneapolis furnishes a practical illustration. It consists of 
two wards, the larger Republican, the smaller Democratic. In order to | 
win, the Republicans must keep all of the Republican voters of both wards pA 
@n line. In the Democratic ward the Republican vote comes mainly from _ 
- Scandinavians. By long-established custom the four places were equally 
divided between the wards. Conventions had no difficulty in arranging this, — 


nor in seeing that the Scandinavians were properly represented upon the | 
ticket. At both of the primary elections the Republican voters have paid — 
no attention to the former custom, with the result that the Republicans 
living in the Democratic ward have been left without any representative - re 
upon the ticket. As they are also mainly of one nationality they resent 
the double omission. Two years ago the Republican ticket was successful — 
in spite of considerable dissatisfaction; this year the dissatisfaction is more v3 
acute and the party managers in the district are much perturbed. ag 
The precise attitude of the state toward the primary election system, 
now that it has been once tried, cannot be stated in a word. Opinion regard- 
_ ing it is certainly not unanimous. Many of the newspapers have not yet _ 
expressed any opinion. Of those that have committed themselves, it is 
evident in many cases that the opinion was hastily framed and wholly from i 
local conditions. Doubtless there will be many changes of opinion shortly. 
_ Practically all of the newspapers in the large cities are heartily in favor of rae ‘ 
the system in principle and maintain that it is a thoroughly good one, and re a 
must not be cast off. The newspapers in the smaller cities take much the = 
; same attitude, but are less enthusiastic. The rural press furnishes a great 
Variety of opinions. Some few denounce the system roundly and call for its — 
_ repeal; a much greater number are somewhat indifferent, but rather inclined 
to favor the system if it can be satisfactorily altered in some particulars; 
the larger number pronounce the system excellent and desire its continuance — es 
though with some alterations. In this matter at least, the newspapers of the es 
‘State probably reflect public opinion quite accurately. All agree that if | 
the system is to continue it must be altered somewhat. Many features of © 
the system are singled out for criticism.¥ The three most common com- 
plaints are against the requirementéthat the voter must disclose his party 
affiliation.’ the failure of the system to prevent the voters of one party from Pea? te } 
assisting in the selection of another party’s nominees» and the expense of > 
\the system to both candidates and ‘taxpayers. Opinion is well-nigh unani- 
mous in favor of making the primary election ballot as absolutely secret 
as the general election ballot. It is generally agreed that it would be much 
better if some way could be discovered of compelling the vot@ to act with 
the political party to which they really belong, but Ihave not found a single 4 
suggestion as to how this may be secured. To a surprising extent this feature a ae . 
of the system is looked upon as a necessary and tolerable evil. Complaints 


7 
\ 
; 
. 
ay 
7 4.43 
: ast 
J 
4 
= 
Nox 
q 
| 
7 
— 
= 
> i. va 


Annals of the American Academy 


upon the score of expense are not frequent, but when made are urged most 
insistently. Several suggestions have been made to secure secrecy for the 
ballot. From them it will be easy to select one that will work successfully, 
That done, it seems likely that the people of the state will regard the system 


with satisfaction. 
FraANK MaLoy ANDERSON. 
of Minnesota, Minneapolis. 
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PERSONAL NOTES _ 


Bryn Mawr College.—Dr. Frederick Robertson Jones has been appointed 
Associate in Economics at Bryn Mawr College. 

Dr. Jones-graduated from Western Maryland College with the degree 
of A. B. in 1892. Three years later he received the degree of A. M. from 
‘the same institution and in 1896 received the degree of Ph. D. from: Johns 
Hopkins University. During the year following, he was Acting Instructor 
in Economics at Johns Hopkins. From 1897 to 1899 Dr. Jones held the 
position of Instructor in History and Economics in Union College. Since 
1899 his title has been Assistant Professor of History and Economics. In 
addition to his teaching, Dr. Jones has interested himself in charity work, 
having served as Assistant Superintendent of the Charity Organization 
Society, at Hartford, Conn., during the year 1894-95.. Dr. Jones also acted 
as Chief Reader in History for the Uniform Entrance Examination Board 
during the past two summers. 

Dr. Jones’ more important publications comprise: 
“History of Taxation in Connecticut, 1636-1776.” Johns Hopkins Uni- 
versity Studies, series 14, No. 8. 

“An Oxford Summer Meeting.” Report of the United States Commis- 
ioner of Education for 1897-98, vol. i. 
“Memories of Oxford.” Union College Publications, April, 1808. 
' “The True University Settlement Idea.” Union College Publications, 
April, 1890. 

“The Schenectady Sociological Problem.” Daily Union, April 26, 27, 28, 
29, 1899. 

“Minimum College Entrance Examination in History. 
Publications, January, 1900. 

“Concerning Sociology.” TIbid., February, 1900. 

“Errors in Economic Interpretation.” Ibid., January, 1901. cl 


” 


Union College 


Mr. William Roy Smith has been appointed Reader in History at Bryn 
Mawr College. 

Mr. Smith was born November 16, 1876, at Bluff Springs, Travis County, 
Texas. He prepared for college in the public schools of Austin, Texas, and 
graduated from the University of Texas in 1897 with the degree of A. B. 
The following year he received the degree of A. M. from the same institu- 
tion. His graduate studies have been pursued at the University of Texas 
and at Columbia University, where he was in attendance during the years 
1898-1900. During the year 1900-01 Mr. Smith was Acting-Professor of 
History at the University of Colorado and during the past year has been 
Lecturer in History at Columbia University. Mr. Smith is a Fellow of the 
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Texas State Historical Association and a member of the American Historical] 
Association. 

Mr. Smith's published writings comprise: 

“The Quarrel Between Governor Smith and the Council of the Pro- 
visional Governmeat of the Republic.” Quarterly of the Texas State His- 
torical Association. Pp. 77, April, 1902. 

“Literature for the Study of the Colonial History of South Carolina.” 
South Atlantic Quarterly. Pp. 9, April, 1902. 


University of Chicago.—Dr. Ira Woods Howerth has been appointed 
Assistant Professor of Sociology in the University of Chicago. 

Dr. Howerth was born June 18, 1860, in Brown County, Indiana. He 
attended the public schools of Indiana and Illinois and the Southern Illinois 
College at Enfield. He received the degree of A. B. from Harvard in 1893, 
of A. M. from Chicago in 1894, and of Ph. D. from the latter institution in 
1898. Dr. Howerth has held the following academic positions: Lecturer, 
University of Chicago, 1894-95; Assistant in the department of Sociology, 
1895-96, and Instructor, 1896-1902; Secretary, class study department Univer- 
sity Extension Division, 1895-1900; Registrar of the University of Chicago 
College for Teachers, 1898-99; Dean of the same college in 1899-1900. Dr. 
Howerth was admitted to the Illinois Bar in 1899. Dr. Howerth is a mem- 
ber of the American Association for the Advancement of Science. 

Dr. Howerth has published the following papers: 

“Profitsharing at Ivorydale.” American Journal of Sociology. July, 
1806. 

“Program for Social Study.” Ibid., May, July and September, 18608. 

“The Social Aim in Education.” WHerbart Year Book, 1899. 

“An Ethnic View of Higher Education.” Educational Review, Novem- 
ber, 1900. 

“Development of the Social Aim in Education.” Journal of Pedagogy, 
December, 1900; March and June, 1901. 

: “Education and Evolution.” Educational Review, January, 1902. 
and Social Progress.” Educational Review, April, 1902. 


“Education and the Individual.” Journal of Pedagogy, June, 1902. 


Mr. Francis W. Shepardson has been advanced to the rank of Associate 
Professor of History... Mr. Shepardson has been connected with the Uni- 
versity of Chicago since it was opened, in 1892. In addition to teaching 
History in that institution he has served as Secretary to the President of the 
University. 


Columbia University.—Mr. Walter Lynwood Fleming has been appointed 
Lecturer in History at Columbia University. 

Mr. Fleming was born April 8, 1874, at Brundidge, Pike County, Alabama. 
He prepared for college in the Brundidge High School and graduated from 
the Alabama State College with the degree of B. S. in 1896. The degree of 
M. S. was granted him one year later. He received the degree of M. A. from 
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Columbia University in 1901. During the past two years he has been engaged 
in graduate studies at Columbia University. Since graduation from college 
he has occupied the following positions: Assistant in English History and 
Mathematics, Alabama State College, 1806-97; Assistant Librarian, same insti- 
tution, 1897-98; Assistant Librarian and Instructor in English, 1899-1900. 
During the year 1898-99 Mr. Fleming served as an officer in the United States 
army. He is a member of the Alabama Historical Society, of the Southern 
History Association and of the American Historical Assotiation. 

Mr. Fleming has published: 

“The Buford Expedition to Kansas.” In American Historical Review, 
October, 1900. 

“Public Career of Robert Livingston.” New York Genealogical and 
Biographical Record, July and October, 1901. 

Mr. Fleming has in preparation a history of reconstruction in Alabama. 


Harvard University.—Dr. Charles H. Haskins* has resigned the Pro- 
fessorship of European History at the University of Wisconsin, to accept a 
Professorship of History at Harvard, where his special field will be Roman 
and Medizval institutions. 

Dr. Haskins has recently published: 

“Robert le Bangre: Beginnings of the Inquisition in Northern France.” 
American Historical Review, April and July, 1902. 

University of Illinois—Dr. George Mygatt Fisk has resigned the Pro- 
fessorship of Commerce at Jacob Tome Institute, at Port Deposit, Maryland, 
and accepted the position of Professor of Commerce at the University of 
Illinois. 

Dr. Fisk was born July 16, 1864, at Canfield, Ohio. He attended the pub- 
lic schools at Ashtabula, taking a business course at New Lyme Institute, at 
New Lyme, Ohio, and at Phillips Exeter Academy. Mr. Fisk studied at 
Johns Hopkins University in 1887-88, and at Michigan University during two 
succeeding years, from which institution he received the degree of B. A. in 
1890. During the academic year 1893-94 Mr. Fisk was a Fellow at the Uni- 
versity of Pennsylvania. The following year he was at Halle, after which he 
studied at Berlin and London and Munich, receiving the degree of Ph. D. 
from Munich in 1896. He has also been a student at Geneva, Switzerland and 
at Paris. During the years 1890-93 Mr. Fisk was Superintendent of the public 
schools at Flint, Mich., and at Cassopolis, Mich. From 1897 to 1900 Dr. Fisk 
served as Second Secretary to the United States Embassy at Berlin. He 
began his work at Tome Institute in 1900. During his last year at Tome 
Institute he also lectured at Johns Hopkins University on United States 
Diplomatic History. Dr. Fisk is a member of the American Economic Asso- 
ciation and of the Internationale Vereinigung fiir Rechts und Socialwissen- 
schaft. 

Dr. Fisk has published: 

“Die Handelspolitischen und sonstigen VOlkerrechtlichen Besichungen 
— swischen Deutschland und den Vereinigten Staaten von Amerika.” Stuttgart, — 


—2See ANNALS, vol. i, p. 204, October, 1800 
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1897. Volume xxi of Miinchener Volkswirtschaftliche Studien. Published by 
Brentano & Lotz, Pp. 300. 

“Die Handelspolitik der Vereinigten Staaten, 1890-1900.” “Schriften des 
Vereins fiir Socialpolitik.” Pp. 110. 

“The German-American Commercial and Diplomatic Relations: His- 
torically Considered.” Review of Reviews, March, 1902. 

University of Iowa.—Dr. Frank Edward Horack has been appointed 
Instructor in Politieal Science at the University of Iowa. 

Dr. Horack was born on the eighth of June, 1873, at Belle Plaine, Iowa. 
He entered the public schools of Iowa City and took the degree of Bachelor of 
Philosophy from the University of Iowa in 1897. Two years later he received 
the degree of Master of Arts from the same institution, and in 1902 obtained 
the degree of Doctor of Philosophy from the University of Pennsylvania. 
His graduate studies were pursued at the University of Iowa, at the Uni- 
versity of Chicago, at the Universities of Halle and Berlin and at Pennsyl- 
vania. During his year at Pennsylvania he was Harrison Fellow in Political 
Science. 

Dr. Horack has published in the Iowa Historical Record a paper on_ 
“Constitutional Amendments in the Commonwealth of Iowa.” 

Mr. Thomas Warner Mitchell has been appointed Assistant Instructor 
in Economics and Statistics at the University of Iowa. 

Mr. Mitchell was born on the fourth of December, 1879, in Benton 
County, Arkansas. Mr. Mitchell prepared for college in the public schools of 
the State of Washington and graduated from the University of Washington 
at Seattle, from which institution he received the degree of A. B. in 1900. 
The year following his graduation he was Instructor in Mathematics at his 
Alma Mater, which position he resigned in 1901 to accept the University 
Fellowship in Economics at the University of Wisconsin. He has held that 
position during the past year. 

Johns Hopkins University.—Dr. Jacob H. Hollander, formerly Associate 
Professor of Finance, has been appointed Associate Professor of Political 
Economy in the Johns Hopkins University.’ In February, 1900, Professor 
Hollander went to Porto Rico under commission of the Secretary of War, as 
Special Commissioner to revise the laws relating to taxation in Porto Rico, 
academic leave of absence being granted. him for that purpose. Upon the 
introduction of civil government in the island on May 1, 1900, he was 
appointed Treasurer of Porto Rico by President McKinley, and in that 
capacity reorganized the finances of the island. On July 25, 1901, upon the 
definite establishment of Porto Rico upon a self-supporting basis and the 
introduction of free trade relations with the United States, Professor Hol- 
lander resigned his office and resumed academic duties. During the past 
year he has directed economic instruction at Johns Hopkins University, in 
which capacity he now continues. 

His writings, of an economic and financial character, since the date of 
the last notice, have been as follows: 
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Reisen iia the yor Commissioner to Revise the Laws Relating to 
Taxation in Porto Rico,” in Final Report of Brigadier-General George W. 
Davis on Civil Affairs of Porto Rico. Washington, 1902. (In press.) 

“Report of the Treasurer of Porto Rico to the Governor of Porto Rico, 
Covering Operations of the Office of Treasurer from May 1, 1900, to March 
30, 1901.” Washington, Igor. 

“Report of Receipts and Disbursements by the Treasurer of Porto Rico, 
(a) for the Months May to September, 1900, inclusive; (b) for the Year End- 
ing in October, 1901; (c) for the Months October to November, 1901, inclu- mri 
sive.” Washington, 1900-02. 

“Banking Institutions of Porto Rico, in Report of the Comptroller of the : 
Currency for the Year Ended October 31, 1900.” Washington, 1900. 

“Statement to the House Committee on Insular Affairs, on Currency 
Revision in Porto Rico and the Philippines, March 19, 1902.” Washington, 
1902. 

“The Finances of Porto Rico.” The Independent (N. Y.), October 10, 
1901. 

“The Finances of Porto Rico.” Political Science Quarterly, December, 
1901. 

“Excise Taxation in Porto Rico.” Quarterly Journal of Economics, Feb- 
ruary, 1902. 

“The Merit System in Porto Rico.” The Forum, March, 1902. 

“Porto Rican Finance.” Publications of the American Economic Asso- 
ciation, Third Series, vol. iii, No. 1 (February, 1902). 

“Porto Rico Revenue Act.” New York State Library Bulletin, No. 72 
(March, 1902). 

Preliminary Report of the Municipal Lighting Commission of the City of 
Baltimore, with Charles E. Phelps, Jr., and Edwin G. Baetjer. Baltimore, 
1900. 

“The Economic Association in Washington, in The Nation (N. Y.), Jan- 
uary 16, 1902. 


“The Economic Seminary, 1901-1902 (edited).” Johns Hopkins Univer- 
sity Circular, June, 1902. 

University of Missouri.—Dr. Jonas Viles has been appointed Instructor 
in History at the University of Missouri, Columbia, Mo. 


Dr. Viles was born May 3, 1875, at Waltham, Mass. He prepared for 
college in the public schools of Waltham and graduated from Harvard in 1896. 
The following year he received the degree of A. M. from Harvard, and in 
1901, the degree of Ph. D. from the same institution. During the past year 
Dr. Viles has been engaged in research work in London. 


Mount Holyoke College.—Miss Nellie Neilson, Ph, D., has been. * 
appointed Instructor in History at Mount Holyoke College for the ensuing 
year. 

Miss Neilson was born April 5, 1873, in Philadelphia, and was gradu- 
ated from Bryn Mawr College in 1893 with the degree of A. B. The fol- > 4 
lowing year she received from her Alma Mater the Master’s degree and in : 
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1899 the degree of Ph. D. In addition to her graduate work at Bryn Mawr, 
Miss Neilson studied in Cambridge, England, and the Public Record Office, 
London, 1896-97. From 1897-1900 Miss Neilson taught history in Miss 
Irwin's School, Philadelphia, and during the past year has been Reader in 
English at Bryn Mawr College. Miss Neilson is a member of the American 
Historical Association. 

Her publications include: 

“Economic Conditions on the Manors of Ramsey Abbey.” Pp. 8s, 
Appendix 125. Published by Bryn Mawr College, 1899. 

“Boon Services on the Manors of Ramsey Abbey.” American Historical 
Review, January, 18608. 

Nebraska Wesleyan University.—Mr. Elias Herbert Wells has been 
elected to the Chair of History and Political Science in the Nebraska Wes- 
leyan University, University Place, Nebraska. 

Mr. Wells was born November 7, 1872, at Philo, Champaign County, 
Illinois. Mr. Wells was a student at De Pauw University from 1896 to 1900, 
graduating with the degree of Ph. B. The year after graduation, he received 
the degree of A. M. from the University of Illinois. During the academic 
year 1900-01 Mr. Wells pursued graduate studies at the University of Illinois, 
and during the past year has been a student at the University of Wisconsin. 

University of North Dakota.—Dr. Samuel! Peterson has been promoted 
from Instructor in Law and Sociology to the Assistant Professorship of 
Political and Social Science. 

Dr. Peterson was born June 17, 1871, at Osage City, Kansas. His pre- 
paratory studies were pursued in the public schools of his native city and at 
the National Normal University, Lebanon, Ohio. He graduated from the 
collegiate department of Yale University in 1895. He has also received the 
following degrees from Yale University: Ph. D., 1897; LL. B., 1898; D. C. L., 
1899. Dr. Peterson was admitted to the bar in the State of Kansas in 1892. 
After receiving the degree of Ph. D. in i897, he entered the Senior Class of 
Yale Law School and at the end of a year received the degree of LL. B. cum 
laude. While in the Law School he secured the John A. Porter Prize for an 
essay on “The Relation of Right to Law,” which essay was published in the 
Yale Law Journal, October, 1808. After receiving the degree of D. C. L. 
from Yale in 1899, Dr. Peterson traveled in Europe for a year and was then 
admitted to the bar in Ohio. He became Instructor in Law and Sociology at 
the University of North Dakota in 1901. 

Polytechnic Institute of Brooklyn.—Mr. Charles Archibald Green has 
been promoted from Instructor in Political and Social Science to the rank of 
Assistant Professor in the same subjects. 

Mr. Green was born March 17, 1875, at Albany, N. Y. His prepara- 
tory studies were pursued at Clinton Grammar School, Clinton, N. Y., and 
his collegiate training was obtained at Hamilton College, of Hamilton, N. Y., 
from which institution he took the degree of A. B. in 1896 and of A. M. in 
1900. During the year 1896 Mr. Green was instructor in the academic depart- 
ment of the Polytechnic Institute, and during the years 1897-99 occupied the 
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was appointed Instructor in Political and Social Science at the Polytechnic 
Institute, which rank he held until promoted to the position of Assistant 
Professor. 

Swarthmore College.—Dr. G. A. Kleene* has been appointed Instructor 
in Economics and Social Science at Swarthmore College. 

During the past year Dr. Kleene has published: 

“Bernstein Versus Old-School Marxism.” The ANNALS, November, 1901. 


Syracuse University.—Delmer E. Hawkins, A. M., LL. B., has been 
advanced from the position of Associate Professor of Economics to the rank 
of Professor.” Mr. Hawkins graduated from Syracuse University in 1894 with 
the degree of A. B. He was Instructor in Economics in the same institution 
from 1894 to 1896. He graduated from the Law School of Syracuse University 
in 1898. In 1899 and 1900 he was a graduate student at Columbia University. 
He was appointed Instructor in Economics in Syracuse University in 1900, 
and advanced to the position of Associate Professor in 1got. 

University of Texas.—Dr. Herbert Eugene Bolton has been appointed 
Instructor in History at the University of Texas. 

Dr. Bolton was born at Wilton, Wis., and prepared for college in the 
Tomah High School, Tomah, Wis., and the Milwaukee State Normal. He 
graduated from the University of Wisconsin with the degree of Bachelor of 
Letters in 1895, and received the degree of Ph. D. from the University of 
Pennsylvania in 1899. His graduate study was pursued at the University of 
Wisconsin for one year, and for two years at the University of Pennsylvania, 
where he was Harrison Fellow in American History. Upon receiving his 
Doctor’s degree, Dr. Bolton received the position of Professor of History at 
Albion College, Michigan, which position he held for one year when he 
accepted the Professorship of History and Economics at the State Normal 
School, Milwaukee, Wis. Dr. Bolton is a member of the American Academy 
of Political and Social Science. 

He has published: 

“De Los Mapas.” 
tion, July, 1902. 

Dr. Bolton is at present working on an extensive study of the free Negro 
in the South before the Civil War. 

Dr. Thomas Walker Page” has resigned the position of Assistant Pro- 
fessor of History and Economics and Dean of the College of Commerce in 
the University of California and accepted the position of Professor of 
Political Science at the University of Texas. 

During the last two years Dr. Page has published: 
“The End of Serfdom in England.” Macmillan, 1900. 
“Certain Tendencies Among the Negroes.” 1901. 


The Quarterly of the Texas State Historical Associa- 


4Vol. xvii, p 108, January, 1901. 
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“The Real Judge Lynch.” Atlantic Monthly, 1901. 
: “The Early Commercial Policy of the United States.” Journal of Polit- 
ical Economy, 1902. 
“The Labor Movement in 1901.” 1902. 
In addition to the articles mentioned above Dr. Page has contributed 
numerous short magazine and newspaper articles. 


Trinity College, Durham, N. C.—Dr. William Henry Glasson has been 
appointed Professor of Political Economy and Social Science in Trinity Col- 
lege, Durham, N. C. 

Dr. Glasson was born July 26, 1874, at Troy, N. Y. He graduated from 
the Troy High School in 1892 and from Cornell University in 1896 with the 
degree of Bachelor of Philosophy. He received the degree of Ph. D. from 
Columbia University in 1900. His graduate work was carried on at Cornell 
and at the University of Pennsylvania and at Columbia, in each of which 
institutions he held a Fellowship. Since 1899 Mr. Glasson has been in charge 
of the department of History and Political Science in the George School, 
Pennsylvania. Mr. Glasson is a member of the American Economic Associa- 
tion. 

He has published the following studies: 

“History of Military Pension Legislation in the United States.” Colum- 
bia University Studies in History, Economics and Public Law, vol. xii, No. 3. 
New York, 1900. Pp. 135. 

“The State Military Pension System of Tennessee.” Tut ANNALS, vol. 
xviii, p. 485, November, 1901. 

“The National Pension System as Applied to the Civil War and the War 
with Spain.” Tue ANNALS, vol. xix, pp. 204, March, 1902. 

“The College Professor in the Public Service.” South Atlantic Quarterly, 
July, 1902. 

“The South and Service Pension Laws.” South Atlantic Quarterly, 
October, 1902. 

Trinity College, Hartford, Conn.—Dr. Roswell C. McCrea has been 
appointed Assistant in the department of History and Political Science. 

Dr. McCrea was born July 30, 1876, at Norristown, Pa. He prepared for 
college in the Norristown High School and in the Bucknell Academy, Lewis- 
burg, Pa. His college course was taken at Haverford, where he graduated in 
1897 with the degree of A. B. The degree of A. M. was conferred upon him 
by Cornell University in 1900 and the degree of Ph. D. by the University of 
Pennsylvania jn 1901. Dr. McCrea’s graduate studies were pursued at Col- 
umbia, at Cornell and at the University of Pennsylvania, in which institution 
he was Harrison Fellow in Economics during the year 1900-01. From June to 
October, 1899, Dr. McCrea served the United States Industrial Commission as 
Assistant Expert on Transportation. During the past year he has held the 
position of Acting-Head of the Department of History and Civics in Eastern 
Illinois State Normal School, Charleston, Ill. Mr. McCrea is a member of the 
American Academy of Political and Social Science and the American Eco- 
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He has published: 

“Tendencies in the Taxation of Transportation Companies in the United 
States.’ Tue ANNALS, May, 1900. 

“The Taxation of Transportation Companies in the United States.” 
Report of the United States Industrial Commission, Pp. 87, 1got. 

“The Causal Idea in History.” Bulletin of Eastern Illinois State Normal 
School. Pp. 18, July, 1902. 

Wellesley College—Dr. Sarah Scoville Whittelsey has been appointed 
Instructor in Economics at Wellesley for the current year, to take charge of 
Professor Coman’s work during her absence. 

Dr. Whittlesey graduated from Radcliffe College, Cambridge, in 1894 and 
in 1898 received the degree of Doctor of Philosophy from Yale Uni- 
versity. Since graduation Miss Whittelsey has been engaged in educational 
and philanthropic work in New Haven. She is a member of the American 
Academy of Political and Social Science and of the American Economic 
Association. 

Her publications have been the following: 

“Massachusetts Labor Legislation.” Supplement to THE ANNALS, January, 
1901. 

“Tendencies of Factory Legislation in the United States.” Tue ANNALS, 
July, 1902. 

Miss Whittlesey is now engaged in the preparation of a syllabus on 
industrial conditions for the Federation of Women’s Clubs. 

Willamette University, Salem, Ore.—Mr. Willis Chatman Hawley 
has been appointed Vice-President and Dean of the Willamette University 
and Professor of History, Economics and Political Science. 

Mr. Hawley was born on the fifth of May, 1864, in Benton County, 
Oregon. He graduated from Willamette University with the degree of B. S. 
in 1884 and from the same institution received the degree of A. B. in 1888 
and LL. B. in 1888 and A. M. in 1890. During the years 1888-91 Mr. Hawley 
was President of the Oregon State Normal School, Drain, Ore. The two 
following years he was Professor of Mathematics at Willamette University. 
Since 1893 Mr. Hawley has been Professor of History and Economics at 
Willamette University. Mr. Hawley is a member of the American Historical 
Association and has in preparation a study of the Declaration of Independence. 


Yale University.—Dr. J. Pease Norton has been promoted from Assis- 
tant in Political Economy’ to Instructor in the Social Sciences. 

Dr. Norton has published, with the Macmillans, a volume entitled “Sta- 
tistical Studies in the New York Money Market.” 


Dr. Clive Day has been advanced from Instructor in History to 
Assistant Professor of Economic History. 

Dr. Day taught in the University of California during the year of 1896-97, 
his position during that year being Instructor in History and Political 


7Vol. xviii, p. 305 September, rgor. 
8Vol. viii, p. 352, September, 1806. 
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Economy. The year 1898-99 was spent in study at Berlin and Paris. In 1899 
Mr. Day was a graduate student at Yale University, receiving the degree of 
Ph. D. that year. During the academic year 1899-1900 Dr. Day gave some of 
Professor Farnam’s courses during the latter’s absence on leave abroad. His 
- title that year was Instructor in Political Economy. The year following he 
was given the title of Instructor in History. In addition to his academic work — 
_ Dr. Day participates in the work of editing the Yale Review. 
His publications include: 
“Experience of the Dutch with Tropical Labor.” I. “The Culture Sys- 
tem.” Yale Review, February, 1900. J/. “Abolition of the Culture System 
and Transition to Free Labor.” Yale Review, May, 1900. 
“The Dutch Colonial Fiscal System.” Publications of the American 


Economic Association, 1901. 
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Greater New York.'—Statistical Work of the Tenement House Depart- 
ment.—The subject of statistics probably receives greater recognition in the 
Tenement House Department than in any municipal department not organ- 
ized for the collection of statistics. The framers of the law, and those 
directing its organization, have made statistical work a requisite in the 
administration of the department. Co-ordinate with the inspection bureau 
and the executive work is the Bureau of Records, which is a sort of clearing 
house. To this bureau all clerks in charge of special work make daily 
reports, which recorded on appropriate forms, show at once the exact status 
of any action of the department. All original reports made by inspectors 
are ultimately filed in this bureau, and the several city departments supply 
daily reports of their work, so far as they affect tenements or the tenement 
population of the city. This combined, furnishes in a single bureau a 
summary of the entire municipal activity in this given line. 

The greater portion of the material for this summary is naturally fur- 
nished by the department. Plans for all new tenements must be approved 
before work is begun, and during the course of construction of any new 
building, inspectors make frequent visits to see that the plans approved are 
followed. In the case of existing tenement houses the law provides that 
those in which apartments bring a monthly rental of twenty-five dollars 
or less must be inspected at least once a month,—higher class apartments 


may be inspected at the discretion of those in charge. This entire work 


requires that some two hundred men devote their time to inspection, and to 
reporting conditions found. The statistical work has to do with these reports. 
An inspector is not given carteblanche to report any and all conditions he may 
find, but his work is carefully supervised, those in charge selecting a certain 
kind of work that shall be done at a given time. This work determined upon, 
a printed card, five by eight inches in size, is made, which is given the 
inspector, and he, by a series of check marks or interpoiations indicates the 
conditions found. These cards, one for each house, are returned to the 
department and, after action by the proper bureaus, ultimately become the 
property of the Bureau of Records. These cards cover a variety of subjects, 
such as structural changes, urgent conditions, fire-escapes, basements, over- 


crowding, night-lighting, etc. Their nature is best shown by giving the 


subject-matter of at least two. 

The urgent card, technically known in the department as the “U” card, 
aside from the table showing condition of hall-lighting, unoccupied spaces, and 
halls and stairs on the several stories, contains data relating to the condition 
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of the roof, water supply, flushing apparatus, cast iron pipes, lead pipes, 
fixtures, garbage cans, ash cans, house drain, lowest floor, floor, ceiling, water- 
closet, compartments in building, yard fixtures, compartments, school sink, 
vault, cesspool, out-buildings and disinfection needed. 

The so-called inspection, “I,” card permits the tabulation of the dimen- 
sions of the shafts and windows, and the condition and number of the sinks 
and water-closets, besides giving the data concerning skylight, scuttle-bulk- 
head, ladder-stairs, windows in hall, fire-escapes, yard fixtures, closet accom- 
modations, bakery, interior rooms. Cards similar to the above are made for 
fire-escapes and basements; others cover the subjects of overcrowding, night- 
lighting, etc. 

The remainder of the general summary will be obtained from the health, 
police and fire departments. Each of these departments will ultimately 
supply daily reports of their work so far as it has to do with the tenements 
of the city. The Department of Health will report all cases of contagious 
disease and death, giving the name, age, sex, and disease or cause of death; 
the Police Department a similar report of arrests, giving name, age, sex, and 
cause of arrest; and the Fire Department, stating cause of fire, point of origin, 
path, damage done and number injured or killed. 

Cards five by cight inches in size, of distinctive colors, have been pre- 
pared for the tabulation of these reports. Every tenement of the city will 
have its individual set of cards, and when a case of contagious disease, 
arrest, etc., is reported in a given house, a proper entry will be made on the 
death, police or fire card belonging to that house. In this way a continuous 
record of each tenement will be kept, which will be filed according to 
street and number with all cards prepared by the department, and in that 
way will give a complete history of the house in small compact space. 

Finally, it is the intention of the department to make this material 
available by taking a census of the tenement population. The schedule will 
be brief, containing but a few entries, yet of such a nature as to give a 
comparative base from which conclusions as to the effect of certain tenement 
conditions may be drawn. 

Pennsylvania. —Personal registration in municipalities is provided in 
the act prepared by the Joint Committee for the Promotion of Electoral 
Reforms and the Merit System in Pennsylvania. This committee represents 
the following organizations: Pennsylvania Ballot Reform Association, Civil 
Service Reform Association, Municipal League of Philadelphia. Hon. Clinton 
Rogers Woodruff, Secretary of the National Municipal League, is chairman. 
Registration districts are to contain about, but not over 2,500 voters, the 
_ districting to be done by the county commissioners. The appointment of 
registrars rests with the court, each registrar to name a clerk whose qualifica- 
tions shall be the same as those of the registrars; viz, citizenship, five years’ 
residence, “sober and judicious.” It is furthermore provided that they shall not 
all be of one party. “They shall not be eligible to any civil office to be filled 
at the ensuing election.” Compensation is fixed by the court. Five registry 
days are named before general elections, sixty-fourth, sixty-second, twenty- 
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ninth, twenty-seventh, and seventeenth and three days before municipal 
elections, the twenty-ninth, twenty-seventh, and seventeenth. The hours of _ 
registration are 10 a. m. to 6 p. m., and 7.30 p. m. to 10 p. m. Registration | 
must be in person. In addition to the usual identification the voter must 
state whether he will require any assistance in marking his ballot, and ho 

reason for such requirement. When able to write, the voter must subscribe 

his own name in the register, if not the inability must be stated on the book. — 

If any citizen shall object to the action of the registrars in accepting or st i 

rejecting any claim for registration, he may file his petition to the Court of 
Quarter Sessions, where a public judicial hearing will determine the question, 
with the usual results for failure to comply with the orders of the court. 
Each party may be allowed one watcher at time of registration. In case of 
challenge on election day the voter must sign his name, which signature 
must of course correspond with that on the registration list. When the voter 
is unable to write, other identification is required on affidavit. No more 
than ten electors, other than officers, shall be allowed in the registration rooms 
at one time. 

Penalties are provided for failure to swear to truth, or in the manner 
prescribed by the act a fine not to exceed $1,000 or imprisonment not to- 

; exceed one year or both,—for perjury by voters $500 and imprisonment of not 
more than two years,—for refusing to serve as registrar except as excused 
by the court $100,—for willful error by registrars $500 and imprisonment of © 
not more than one year,—for fraudulent registration or abetting same $1,000 
and imprisonment of not more than three years,—for registering without — 
‘personal application $300 or one year or both,—for refusing the vote of one 
registered or accepting the vote of one not registered $1,000 and imprisonment — 
of not more than three years. : 
: Ballot Reform.—The above-mentioned committee has also prepared for ; 
- gentral distribution an act amending the present ballot law. This act has 
% been submitted with formal arguments to a special committee appointed by 
the Republican party to draft measures which will embody the pledges 
made by that party to the voters of Pennsylvania. The Ballot Reform Com- ; 
mittee demands these three requisites of honest elections: first, absolute = Mae 
secrecy of the ballot; second, a ballot which voters can use without risk or : 
mistake ; third, a ballot by which candidates of all parties have an equal 
chance to receive the votes of their supporters. All of which requisites, it is 
7 ‘said, the present ballot law of Pennsylvania lacks. The proposed act pre- 
ath hi vents group or party voting, except in case of presidential electors, and 
_ requires that a mark be placed opposite the name of each candidate voted - 
~ for. A party which polls at least 1 per cent of the largest entire vote for any e: x 
office cast in the state or electoral district or division, is entitled to a certificate a 
of nomination. Nomination papers may be filed if signed by at least 1 per ; 
cent of the entire vote cast in the electoral district or division, provided that = 7 
in no case shall the signatures of more than five hundred electors be required — : 
nor less than ten be allowed. No person may subscribe to more than one 
‘nomination for each office to be filled; the party ticket shall be distinctly 


[639] 


> 


. 
abe 
s\ 
4 
ad 


166 Ss he Annals of the American Academy 


separated by clear space in the order following: the plurality of votes in the 
state election, or in case of county issues the highest average vote. If a 
candidate receives more than one nomination for the same office, his name 
shall be printed but once, but with all the party or political appellations to 
which he is entitled; space must be reserved for independent voting. In 
case the voter needs assistance, the helper must take oath that he will not 
attempt to influence the vote, that he will give only the help desired, that 
he will not discuss the contents of the ballot; the name of the helper must 
be registered opposite the voter’s name, stating cause. Anything said or 
done in violation of any oath or affirmation made in pursuance of the act 
shall be taken to be perjury and punishable as such. In case of dispute 
over a vote the ballot shall be marked “disputed,” its legality to be deter- 
mined by the return judges. The watchers representing the different parties 
may see plainly the counting of the votes, but they shall not be allowed to 
touch the ballots or to interfere with the counting of the votes. Doors and 
windows shall be closed after the closing of the polls, but shall not be 
screened by shutters, curtains or other obstructions. Thus persons outside 
the room may be permitted to see what takes place within the same. 
County Primary Election—The student of institutions has in the 
county of Bucks, Pennsylvania, an interesting survival of the county unit in 
political action. It will be recalled that in the colonies to the south of Penn 
sylvania, the local unit was the county, while in those to the east and north 
it was the town. Pennsylvania had the “mixed system” of local government, 
in part that of the South and in part that of New England. The change in 
Pennsylvania has been from the former to the latter and there now remains 
but Bucks County, holding its primary election at the county seat. This 
election is attended by the adherents of the party calling it from all parts 
of the county. The Republican primary, as recently held, was a unique event, 
of interest alike in itself and in what it typified. The Republican candidate 
for governor, so strongly endorsed at that meeting, has somewhere said that 
the historian who would stand face to face with the Reformation, and study 
the thought, faith, habits, ways of life, etc., of that epoch, has only to visit the 
Mennonites of Lancaster County. Similarly the Bucks County primary sug- 
gests the folkmote of remote Aryans or the assembly of early German villagers. 
Bucks is a large, rich and populous county, lying in proximity to Phila- 
delphia on the one side, and to Trenton on the other. The upper and lower 
ends of the county are quite sixty miles apart, but, fortunately for the 
assembly of freemen, the county seat, Doylestown, is located about in the 
centre. From the upper and lower ends of the county, railway communication 
is direct with Philadelphia, so that trains must make a roundabout passage 
to reach Doylestown. At the recent meeting there was the novel sight of the 
Pennsylvania train from Bristol using the Reading track, the only line 
by which Doylestown could be reached. Verily politics make strange asso- 
ciates, even in railway management. Communication is made easier by three 
trolley lines reaching from Doylestown in various directions, and probably 
the voters of the county could never meet at the county seat with less 
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inconvenience than at the present. The manipulation of party machinery in 
Bucks County illustrates the axiom that it is not so much the governmental 
organization as the manner of its control, that affects the people for good or 
ill. The veteran ringster finds the political system of Bucks County admirably 
suited to his purpose; he has made a study of the local condition, and probably 
enjoys packing the primary convention at Doylestown as some slight relief 
from the monotony of controlling local primaries in other parts of the state. 
In the preceding legislature the senator and three representatives from 
Bucks County had not been amenable to the influence of the Republican 
state leader and it was ‘felt that they were marked for the shelf although 
they announced themselves as candidates for renomination. The setting 
aside of the candidate for the State Senate illustrates the methods of the 
machine. At first an ominous silence was observed, followed as the conven- 
tion approached, by statements that he was “not available” because of the 
section of the county from which he came. 
4 Labor Day was selected for the county primary, From early morning 
Doylestown had the animated appearance of a rural city on circus day, or a 
place in which there was a county fair. Private conveyances came loaded; 
the trolley lines were taxed to their utmost; extra coaches came attached to 
the regular trains, and several special trains were brought in. Street parades 
were formed with a band of music, and placards announcing candidacy were 
displayed. Drinking places, wide open, were largely patronized. Knots 
of earnest men were to be seen everywhere about the town engaged in 
conference. In marked contrast to these were those who had come for the 
pleasure of a “day off.” For the latter there was a baseball game in the 
afternoon, characterized by much disorder and nearly ending in a riot. 
Promptly at eleven o'clock the convention was called to order from an 
open stand in the courthouse yard. Those who wished to take part in, or to 
follow the proceedings, were compelled to stand near the platform. The 
voting population of Bucks County is over 20,000; it is variously estimated 
that there were four or five thousand or more of these in attendance on this 
convention. The deliberative proceedings were a mere farce. Neither 
the chairman nor the secretary was heard by more than a small portion of 
the assemblage. Some one aptly suggested the use of a megaphone. From 
the first it was evident that the wheels of the machine were well greased. 
Two nominating speeches were made in a perfunctory way, but they were 
unit. resting or unintelligible and the rest of the candidates were nominated 
by mere mention of names. Motions to close the nominations were enter- 
tained and put by a viva voce vote; for several offices to which there was 
but one nominee the action of the convention was immediately taken by 
a similar vote. Proceedings were cut and dried; one man gained the attention 
of the chairman and made four or five motions in quick succession. Some 
motions were carried with fewer voices than there were thousands in the 
assembly. Conversation was engaged in all about the stand. One man gave 
it as his opinion that the one who had not been regularly slated for an office 
was a fool to let his name come before the convention; another remarked 
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when a certain man was mentioned for sheriff, that if he were elected no 
prisoners could be kept in the county jail, as he would prove too lazy to lock 
the door. 

An outsider wondered how the vote was to be taken when there was 
a contest, but the proceedings of the convention made this clear. Bucks 
County is divided into seventy odd election districts, and these act as units 
at the county convention. The secretary called the roll of the districts and 
announcement was made of the time and place of meeting for each. Such 
notices as “Ross’s office at one o'clock,” “back of stand immediately after 
adjournment,” “northeast corner of courthouse at one-thirty,” etc. were 
common. During these proceedings lines began to be drawn for the meeting 
of the local divisions, where the contests were to be made. One could then 
hear the “stand by us,” “we are going to have a fight to-day,” ete. 

A little after noon the convention adjourned to meet again at two o'clock 
and hear the reports from the election divisions. The recess was given to 
meetings of the divisions held about favorite trees in the courthouse yard, 
at the flag pole, at the courthouse steps, at the corners of the courthouse, etc. 
Each division seemed to have a fixed place of meeting at which the electors 
gather year after year. The vote at the division meetings was for each 
nominee separately, and was usually taken by show of hands. At places 
there were barely a score of people and the voting was rushed through in a 
surprisingly short time; at other places there was a sharp contest and hun- 
dreds of men were in attendance. The voting in the Middletown division 
illustrates what was likely repeated in other cases. A contest was on for the 
local committeeman of the party organization; each side had brought all the 
men it could muster, and it was felt that the voting would be close. The 
electors from Middletown met in the open at their tree and passed on the 
approved county nominees, but when they came to select the member of the 
county committee the fun began. Men from other divisions crowded in and 
joined forces with each side and a jostling, noisy mob surged about the 
presiding officer and the tellers. An attempt to vote by show of hands was 
unsuccessful; a division into two groups was confusion worse confounded. 
When this was attempted, one obliging freeman, having been counted on 
one side, slipped through the crowd to become one of the opposition. The 
tellers next stood with space for the voters to pass through singly, and the 
respective parties were marshaled and filed through. This resulted in a 
tie, with charges of fraud, and next the voters were marched through singly 
to give their names and to call the person for whom they voted. Again the 
vote would have been a tie, but one man, so drunk as to be irresponsible, 
however he might have been when sober, was pulled out of the line of the 
first division as he was being taken through, to be held and taken through 
by the second. Both sides claimed this man, but though he had probably 
been bought by the first he was counted for the second. This whole scene 
was as successful a parody on elections as could well be devised. 

Promptly at two o'clock the convention was again opened and the roll 
of divisions called. The secretary stated the number of votes for the divisions, 
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which varied from one to five. Formerly each division had one vote, but a 
recent change distributes the votes pro rata according to the number of 
electors. 

As at present conducted the Bucks County primary seems altogether 
vicious, tending to keep the control of party machinery in the hands of the 
worst elements of the county. Men at all advanced in years, or not in robust 
health, cannot withstand the fatigue of the journey to the county seat, or the 
turmoil of the day in Doylestown. The entire contrivance is antiquated ; 
the general assemblage is too large and loosely formed to be a deliberative 
body—it registers not its own will but that of the machine boss. Then again 
the action of the local divisions is illogical; if they are to determine separately 
who are to be their nominees, why might not such a determination be made 
at home? Indeed it was reported that in some cases a caucus had been called 
at home to settle exactly what should be done at Doylestown. So well planned 
was the day’s program, that a Philadelphia newspaper published the pro- 
ceedings of the convention the morning before it took place, and actually 
named the entire ticket and forecasted the platform. On the following 
morning the same paper suggested that the party leaders had nominated the 
ticket they did, so as not to go counter to its predictions. A day at the con- 
vention convinces one that the best judgment of Bucks County favors the 
abolition of the present primary system. 

California.’—Public Service Commission. One of the most radical and 
startling constitutional amendments affecting public service corporations 
throughout the state, including all municipalities, is to be passed upon by the 
voters of California at the coming November election. This amendment 
creates a State Commission, composed of five members, chosen from five dis- 
tricts in the state, for a term of ten years. The members are ultimately to be 
elected, but the amendment provides that the first commission shall be ap- 
pointed by the governor, and be gradually succeeded by an elected commission, 
This commission “shall have exclusive jurisdiction and power . . . to 
determine, fix, and establish all and every rates and charges” for services and 
commodities furnished in the state, by any and all persons or companies, in 
respect to transportation of passengers and freight; to gas, electric light and 
power, and water; to telephone and telegraph services; to sleeping-car services 
and to all express services. These rates may*be changed by the commission 
at any time, save that every rate once fixed must continue for one year. Of 
course “all such rates shall be reasonable, considering the services performed 
or the commodities furnished,” but no review of such rates by the courts is 
mentioned, and it is specifically provided by the amendment, that the commis- 
sion shall have, as just noted, “exclusive jurisdiction and power.” In order to 
make this jurisdiction still more unquestionable, the amendment expressly 
declares that, for the regulation of rates and services, and for furnishing and 
supplying such commodities and services mentioned, this State Commission 
shall be the successor of all Boards of Supervisors, city and town councils, 
with all the powers and duties now given them by the constitution and laws 
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of the state. California has for years had a railroad commission, but it has 
never been considered a success. It certainly gives no hope for the efficiency 
of a commission with larger powers. 

This amendment was passed by a sweeping majority. In the Assembly by 
a vote of sixty-one to one and in the Senate by a vote of twenty-seven to eight. 
The League of California Municipalities was strong enough to carry through 
the legislature about ten measures of importance, including an amendment for 
exempting municipal bonds from taxation, but it was not able to defeat this 
amendment to create a State Commission. The prospect for the defeat of the 
amendment at the polls is fair. California Municipalities, the official organ of 
the League, and many of the most influential papers are vigorously opposing 
it. 

Virginia Constitutional Convention.’—/unicipalities.—Virginia’s new 
constitution, which had been a year in the making, went into effect by pro- 
mulgation on July 10, 1902. The subject of municipalities is treated in Article 
VIII, entitled “Organization and Government of Cities and Towns,” con- 
taining thirteen sections and occupying five pages of the printed document. 
The committee on municipalities presented its report January 10, 1902, and 
the subject was discussed in convention from January 20 to 29, with the result 
that work of the committee was accepted with but little modification by the 
convention. 

A city is defined as an incorporated community having a population of 
five thousand or more within its boundaries; and incorporated places having 
a smaller population are designated towns. The legislature is required to 
pass general laws for the organization and government of towns, and while 
communities already possessing charters may continue to administer them, all 
charters are by the constitution amended to conform to the new constitutional 
provisions. Local legislation can be passed only after it has been referred 
to the joint standing committee of the legislature upon special, private and 
local legislation, it being the duty of this committee to report whether the 
object of the bill can be accomplished as well by general law or by proceedings 
at law. 

While the constitution requires general laws on the subject of municipal 
organization, it must be confessed that the document itself contains many 
legislative and administrative provisions. An elaborate plan of municipal 
organization is outlined, with the following officials expressly named: mayor, 
treasurer, sergeant, judge, clerk of court, commissioner of revenue and 
members of the two branches of the city councils. The term of service, usually 
four years, is fixed, and in some cases even the duties of the officers are pre- 
scribed. The mayor is given a qualified veto upon the acts of the municipal 
legislature, but a two-thirds vote of all the members of each house of the 
councils may pass over this veto. 

Virginia followed the recent constitution of Alabama‘ in guaranteeing 
to municipalities the advantages of competition and of short-term franchises 
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by providing that no franchise for the use of streets can be given except 
with the consent of the local authorities, and then only after public adver- 
tisement for competing bids and for the term of thirty years, with an excep- 
tion in favor of a “trunk railway.” Contrary to the custom of recent conven- 
tions, that of Virginia did not place any restriction upon municipal taxation, 
except for school purposes, which was limited to five mills on the dollar; 
and the state legislature may authorize local poll-taxes to an amount not 
greater than one dollar and a half annually. The lawful indebtedness of 
cities and towns was limited to 18 per cent of the assessed valuation of 
“real estate,” quite a different limit from the Alabama 7 per cent of the 
“property.” Notes issued in anticipation of revenue were exempted from 
this limit ; and there was also the reasonable provision (if well adntinistered), 
that the restriction did not apply to those public improvements from which 
the income was sufficient to pay the interest and a proportionate amount of 
the principal of the investment. 

It may be well to note that Virginia stands quite low in the list of states 
in respect to urban population. The proportion of the population dwelling 
in places of four thousand or over was II per cent in 1880; 15 per cent in 
1890; and only 16.5 per cent in 1900. These figures show that Virginia has 
by no means the problem in municipal government which confronts some of 
the northern states, but her statesmen have acted wisely in adopting a 
thorough organization and control of municipalities while the way is easy. 

The League of American Municipalities.°—The sixth annual convention 
of the League of American Municipalities was held at Grand Rapids, Mich., 
August 27-29. About two hundred delegates were present representing 
seventy-five of the one hundred and thirty cities in the league. Among the 
papers and addresses were the following: address of welcome, by W. Millard 
Palmer, mayor of Grand Rapids; president’s address, by Charles S. Ashley, 
mayor of New Bedford, Mass.; “Transportation and Taxation,” by J. M. 
Head, mayor of Nashville, Tenn.; “The Contract System,” by Thomas G. 
Hayes, mayor of Baltimore; “Canadian Municipal Conditions,” by W. D. 
Lighthall, mayor of Westmount, Ont.; “The Gospel of Cleanliness,” by D. W. 
H. Moreland, commissioner of public works of Detroit; “Street Paving,” by 
B. F. Fendall, city engineer of Baltimore; “Municipal Government in Ger- 
many,” by C. E. Campbell, of Des Moines; “Gas Leakage in Cities,” by James 
C. Bayles, of New York City; “Municipal Accounting,” by J. J. McCardy, 
comptroller of St. Paul; “The Ohio Municipal Situation,” by W. B. Doyle, 
mayor of Akron, O.; “Organized Labor’s Relation to Municipal Affairs,” by 
A. Sullivan, mayor of Hartford, Conn.; and “Municipal Conditions in New 
York,” by Jacob Cantor, president of the borough of Manhattan. 

The following extracts from Mayor Doyle’s paper will indicate some 
aspects of the municipal situation in Ohio: “Briefly the status is this: there 
is not at the present time a legally-constituted city in the state, not a city 
with a valid charter. . . . Two recent decisions of the Supreme Court of 
Ohio are the apparent cause of this trouble, since they demolished the elaborate 
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scheme of the classification for cities which had long served as a pretext for 
the passage of special and local laws, in violation of the constitution, pulveriz- 
ing the foundations upon which every city government in the state has been 
erected. These decisions were only the apparent cause of the disaster. The 
real cause dates back nearly fifty years to the making of the initial error. 

“There was an entirely different form of government for each grade. 
The word grade was a misnomer, it really meant a class, and, instead of two 
classes with their respective grades, there were in truth eleven distinct classes. 
One cannot but admire the courage shown by the Supreme Court in taking 
its bold stand. To reverse itself in the face of all the adjudications of the 
past and the constant reiteration that the doctrine in question had been settled 
for all time and past questioning, and in the face, too, of the tremendous 
consequences sure to follow their holding, certainly required courage. The 
legislature of the state has been convoked in extraordinary session by the 
governor. It met first on August 25. It was called for the purpose of enacting 
a code of laws for the organization and government of the cities and villages 
of the state. . . . The principal code suggested is the administration 
measure drafted and recommended by Governor Nash and his personal 
advisers. A second complete code has been presented to the legislature by 
the state board of commerce. It is commonly understood that a third will 
be offered, embodying the distinctive features of the so-called federal plan. 
The opportunity now presented to the legislature of Ohio is a rare and mag- 
nificent one. Not since the Municipal Corporation Act of 1835 in England 
has there been such a chance to > aes on so grand a scale for the reform of 
city government.” 

It may be added that since this paper was read, the Senate has adopted 
the code prepared by Governor Nash, with few important changes; the House 
of Representatives has made a number of radical changes, notably those provid- 
ing for single elected commissioners of public safety and public service, and 
for a merit system under state control for the police, fire and health depart- 
ments. At the present writing the House and Senate bills are in the hands of 
a conference committee. The League elected as president for the present 
year, J. Edgar Smyth, mayor of Charleston; and re-elected as secretary, John 
MacVicar, of Des Moines, Ia. The next meeting will be held at Baltimore, 
the first time one of the large cities in the country has been selected. 
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International Congress on Children.—The third International Congress 
for the Welfare and Protection of Children was held in London, July 15-19. 
This congress was the continuation of a series inaugurated some years ago 
and held in Florence in 1896 and in Buda-Pesth in 1899, their object being, 
in the words of the founder, Commendatore A. Scander Levi, “to obtain that 
harmony which at present is wanting between the family, the school, the 
nation, and humanity. 

In the three sections of the congress,—Medical, Legislative, and Educa- 
tional and Philanthropic—the congress considered among other subjects the 
oral system of instruction for the deaf and dumb, the mentally defective, the 
physical training of children, the boarding out of children, industrial training, 
and the regulation of street occupations of children. 

The president of the Medical Section, Sir James Crichton Browne, 
dwelt on the physical deterioration of the race, due not only to the 
present conditions of town life, to unhealthy homes and lack of air, 
but also to insufficient feeding and excessive physical toil in childhood, and 
to the empioyment of the mothers in factories. “The withdrawal of maternal 
supervision is a deplorable evil which must lead to waste of infant life.” If 
this practice cannot at present be abolished, at least the evils may be lessened 
by the watchfulness of women sanitary inspectors and of infant life pro- 
tection societies. Dealing next with the homes, Sir James Browne asked 
that they should at least be clean and light-flooded, and hoped much from 
the attention now being paid to “the removal of some town industries to the 
country, and to the provision of country homes for a certain percentage of 
town workers.” The evil effect on the child of the excitement and unnatural 
conditions of town life is shown by the fact that, while the mortality from all 
other forms of tuberculosis has declined, that from tubercular meningitis has 
been on the increase for the last thirty years in childhood and youth, pointing 
to “excessive stimulation of the cerebral centres.” All children affected by 
tuberculosis should be rigidly excluded from public schools, both for their own 
sake and that of their fellows, and their education should be carried on in 
special seaside homes. 

There were several papers of interest on feeble-mindedness and epilepsy. 
Dr. Martin W. Barr, of the Pennsylvania Training School for Feeble-minded 
Children, insisted in the following language upon the impossibility of return- 
ing the moral imbecile to the world: “In custodial departments the moral 
imbecile finds the only home possible to him, and his shelter from crime and 
all its attendant penalties. . . . For hands once idle, a cunning intelligence 
truly satanic (the devil possessing the irresponsible), will surely devise some 
plan of ill. . . . Society is suffering quite as much from the irresponsible 
as from the criminal element in its midst. Indeed, is not criminology proving 
that this last is but a lower stage of degeneration? The moral imbecile, 
becoming brutish, suddenly, on occasion, betrays the fangs of the wolf or the 
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spring of the tiger; or, strained to tension, in an access of delusional insanity, 
commits first a deed which shocks the world and then walks in a state of 
ecstatic egotism to what he deems a martyr’s death. How often it is proven 
that an innocent, careless fool can wreak more harm than a knave, who may 
be deterred by at least a cowardly fear of the consequences! None but those 
actually engaged in the work can comprehend the eccentricities, the vagaries, 
the thousand and one contradictions, and the infinite phases of abnormality 
that shade off and merge so as to render difficult even a broad diagnosis after 
months of careful observation.” 

Mr. C. S. Loch, in a paper on the “Relation of State and Parental Con- 
trol,” laid down the general principle that, subject to qualification according 
to the several groups of cases, guardianship should accompany maintenance. 

Miss Mason, Senior Inspector of Boarded-out Children for the Local 
Government, while advocating boarding-out said that “those who urge board- 
ing-out on a wholesale scale, and state that good homes are to be found 
everywhere and in large numbers, are either ignorant of country life or wil- 
fully shut their eyes to facts.” 

Miss Ada Eliot, probation officer of the New York Charity Organization 
Society in the Court of Special Sessions, gave an account of the probation sys- 
tem which has now come into operation in many American states. This paper 
is printed in Charities of September 20. 

The next International Congress will be held in Berlin in 1904. 


The Fifth Canadian Conference of Charities and Correction, which 
was held in Hamilton, Ontario, September 24 to 26, proved to be the most 
successful gathering of the kind yet held in the Dominion, both in point of 
attendance, the character of the discussions and the general enthusiasm that 
prevailed. Over two hundred and fifty delegates registered, of whom nearly 
one hundred were from outside the city. 

A noticeable feature of the conference was the constant recurrence on the 
part of speakers to the importance of child-training and home-building. In 
fact, there was hardly a paper or an address, whether on the subject of the 
criminal, the pauper, the insane, or the feeble-minded, that did not advocate 
as a remedy greater zeal and activity in looking after the children—not so 
much the taking of the child out of the improper home as the encourage- 
ment of parents to improve their conduct and safe-guard the child from evil 
influences. 

There were the usual meetings, devoted to the treatment of criminals, 
insanity, and other aspects of charitable and correctional work. 

The Minneapolis Convention of Employers and Employees.—The con- 
vention of employers and employees, called under the auspices of the Eight 
Hour League of Minneapolis, attracted many economists and industrial 
leaders to that city the last week in September. 

In his opening address as chairman, President Cyrus Northrup, of the 
University of Minnesota, said that the watchword of the day is, or should 
be, “Brotherhood,—not merely of men who are engaged in the same kind 
of work, but of all men, rich or poor, employer and employee, all recognizing 
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the fact that they are children of the common Father and brothers by birth | 
and by community of interests.” : 

An address of welcome by Governor Van Sant, of Minnesota, was fel- 
lowed by a paper by Carroll D. Wright, United States Commissioner of 
Labor. Mr. Wright said in part: “Every great reform has been wrought by 
force. . . . War is still the factor, but only in the philosophical sense of 
conquest. The contest is for a higher plane of living. The question is not — 
how to kill or remove the cause, but to soften the struggle. To this end 
many remedies have been suggested. . . . The Decalogue is as good a 
labor platform as any. In religion we find the highest form of solution yet 
offered. Next to religion comes constructive evolution, that evolution which 
believes in the potency of effort. The economic man is growing into the 
co-ordinate man. We are to have a new law of wages, grown out of the 
religious thought. The old struggle was for existence; the new struggle is my 
for wider spiritual margin. The application of this religious idea is the true _ 
solution of the labor problem. The whole question must be placed on an | 
altruistic basis.” 

The question of arbitration was taken up from many sides. Mr. F. W. 
Job, chairman of the Board of Arbitration for the State of Illinois, read a 
paper discussing it from the point of view of an arbitrator. He called atten- 
tion to an amendment of the Illinois Arbitration Law. Where an industrial 
dispute occurs in which the public is affected with reference to food, fuel, 
light, or means of communication or transportation, or in any other respect, | 
and neither party consents to submit the matter to the State Board, that body 
can proceed on its motion to make an investigation, issue subpoenas, compel 
the testimony of witnesses, and make public its findings with such recom- 
mendations as, in its judgment, will contribute to an equitable settlement. 
“Formerly,” he said, “all the citizens of one of our suburbs might be com- 
pelled to walk to the city because of a labor trouble on traction lines, which 
the parties thereto would refuse to submit to us, and the board would be com- 
pelled to sit with folded hands. Now we proceed to investigate and find that 
public opinion invariably brings the guilty party to time. This is the nearest 
approach to compulsory arbitration found in any of the laws of the various 
states.” 

Mr. Herman Justi, commissioner of the Illinois Coal Operators’ Associa- 
tion, said that no dignified plan of arbitration will ever be successful, until 
all wise and honorable means have been exhausted in devising a simpler, 
quicker, and equally fair method of settling the vast majority of such disputes - 
as arise from day to day. One point in his address was the contention that all — 
great departments of industry must have their department of labor if serious | 
friction between labor and capital is to be fairly and wisely adjusted. “When — 
we pause to reflect,” said he, “is it not remarkable that all the departments _ 
of great business enterprises have their specially appointed heads to direct 
and to manage, with the exception of the department of labor? . . . This | 
seems the more inexplicable and indefensible in view of the fact that when | 
we reduce the whole problem of business competition to concrete form there 
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are only two propositions after all with which the business man has to deal: 
the price of labor and the rate of interest. . . . The law of supply and 
demand as applied to the human commodity is revolting to me, and that this 
law has been too rigorously applied in the past will go far to explain the wide 
breach between capital and labor. Though we must submit to the application 
of the law of supply and demand, it must not be with an utter disregard of 
the rights, feelings, and well-being of our fellow-man.” 

“Is Compulsory Arbitration Inevitable?” was the question discussed by 
Dr. John Bates Clark, professor of economics in Columbia University, New 
York City. He showed how, with the development of the present industrial 
organization, the burden of strikes increasingly falls on the general body of 
working people, who are the largest and most sensitive part of the consuming 
public. “The working of the natural law of wages,” said he, “requires that, 
if capital acts in masses, labor shall do the same. With workmen only par- 
tially organized, the situation may still be one-sided, for it may be possible for 
a great corporation to gather a force of idle men from remote parts of the 
country and use them to break a strike. What a trade union can compel an 
employer to pay is thus partly governed by what idle men here and there are 
willing temporarily to accept, and that may be an amount which by no means 
represents their entire earning power. . . . If the plan (for fixing the 
reward of labor) by contract between employer and employee is to continue 
at all, the state must choose whether it will, or will not, give some recognition 
to the claim of organized laborers to their tenure of place. If it denies this 
right, strike-breaking should go on under the protection of the state, and 
without hindrance from any other power. If it recognizes the right, the 
state is the only agency that can properly enforce it. The state must say 
when a body of workers may be thrust away from the mills, the mines, or the 
railroads where they have been working in order that a new body of men 
may be put in their places. There are considerable grounds on which it 
might be right to thrust them out. . . . This is the essence of the only 
compulsory arbitration that I am willing to recognize as practicable. 
Letting the present semi-anarchism continue and increase would be thought 
of only if there were no way of avoiding it. There is one way only of avoiding 
it, and that is to create competent tribunals which shall declare on what terms 
the workingmen now in a given industry may keep their places in preference 
to other men, and on what conditions the other men may be allowed to come 
in under guarantees that they will make them safe. . . . If law is to rule 
and if democracy is to succeed and become permanent, if our country is to be 
rich, contented, and fraternal, and is to have its vast strength available in the 
contest for the prizes of a world-wide commerce, some system of authoritative 
arbitration is inevitable.” 

Professor Frank L. McVey, of the University of Minnesota, president of 
the Associated Charities of Minneapolis, described the economic effect of the 
eight-hour day: 

“As a means of solving the unemployed problem the eight-hour day has 
no value except as it abolishes overtime and all its kindred evils. The phe- 
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nomenon of non-employment is due in a large measure to sickness, shiftless- 
ness of individual laborers, and the fluctuations of commercial credit resulting 
in the closing of mills and the discharge of workers. Upon the first two the 
eight-hour day has no visible effect; upon the third, by the abolishment of 
overtime, it may have a most important bearing. Employment and produc- 
tion would be rendered more stable, and periods of non-employment and over- 
time would be arranged by continuous employment of the worker. 

“The eight-hour day will secure larger contentment and cheerfulness for 
the working people of the world. The economic value of this gift is yet to 
be appreciated, but there can be no doubt of its great productive power when 
applied to industry. Under its influence the old rate of daily production will 
be maintained, and little or no change will result in the long run in the effects 
upon wages, profits, the unemployed, and foreign commerce.” 

President A. B. Stickney, of the Chicago Great Western Railroad, spoke 
upon “The Rewards of Industry: How Produced and How Divided.” He 
was followed by Miss Jane Addams, of Hull House, Chicago, whose subject 
was, “The Social Waste of Child Labor.” Zest was lent the session when 
Miss Addams made an impromptu challenge of several of President Stickney’s 
statements. Mr. Stickney is quoted as saying that the sole object of labor 
organizations was to help the wage-earner in securing a fair division of the 
fruits of his labor; in other words, to secure for him fair wages. Miss 
Addams replied that the chief aim of labor organizations in the past had been, 
not to secure higher wages, but better hours of work; and she quoted govern- 
ment reports to prove it. Mr. Stickney said the trouble in the anthracite coal 
fields arose from the fact that more workmen had been attracted there by the 
high wages paid than were needed to do the work; that the supply of labor 
was largely in excess of the demand. Again Miss Addams replied that the 
men had not gone there because of high wages, but had been induced to go 
through the efforts of the operators themselves whom she held responsible for 
existing conditions, saying that they had deliberately brought men into the 
fields with the idea of increasing the supply of labor and thus diminishing its 
cost. 

The chief feature scheduled on the program for the concluding day of the 
convention—an address by President Roosevelt—was removed by the forced 
abandonment of the President's trip through the Northwest. Professor Charles 
Zeublin, of the University of Chicago, gave the paper of the morning on 
“The Relation of the Public to Capital and Labor.” In it he said that the 
public is interested in industry because: 

1. Consumption is the root of all production. 

2. The captain of industry is indirectly the agent of society. 

3. The workingman’s standard of living determines the character of our 
civilization. 

4. The public may be compelled to assume certain industries for the proper 
satisfaction of human wants. 

“More important,” Professor Zeublin added, “than the standard of living 

’ of employees is the provision for the higher life of the citizen, made possible 
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by the extension of public functions. As there is a multiplication of public 
schools, libraries, museums, parks, playgrounds, public baths, improved sup- 
plies of water and light, better transportation and other public facilities, the 
life of the community is enriched.” 

Other speakers at the sessions were: Mr. James C. Kellar, president of the 
National Association of Letter Carriers; Mr. Julian D. Wright, of the 
National Cash Register Company, Dayton, O.; Dr. William H. Tolman, of the 
American Institute of Social Service, New York; Colonel James Kilburne, 
Columbus; Mr. E. Sutro, Philadelphia; Mr. W. D. Wiman, Moline, IIl.; Miss 
Elizabeth C. Wheeler, Providence, R. I.; Mrs. Florence Kelley, secretary of 
the National Consumers’ League, New York, and Mr. W. C. McEwen, of the 
Minnesota Federation of Labor. 

E. F. Clark, of Cedar Rapids, Professor Frank L. McVey, of the Univer- 
sity of Minnesota, and W. D. Wiman, of Moline, Ill., were named as a com- 
mittee to consider the question of permanent organization. 

Model Tenements.—The City and Suburban Homes Company of New 
York City now has more than $2,300,000 invested chiefly in model tenements 
in the city. During the year covered by its latest annual report, the earnings 
permitted dividends of 4 per cent. The company’s report indicates that work- 
ing people appreciate better housing conditions. 

The buildings first erected by the company were opened a little over four 
years ago. According to the report, more than one-fifth of the total number 
of tenants have been living in the buildings during the whole of this time, 
and another fifth have been tenants between two and three years. The vital 


statistics of these buildings for the past year show that the general health of 
the occupants was excellent. 


Tenements for colored people on West Sixty-second street have been 
completed. One interesting and unexpected development is the large demand 
for two-room apartments, The general supply of such apartments is unequal 
to the demand which comes especially from young married people and from 
elderly persons whose children have grown up and left them. 


A Lower Death Rate for Foundlings.—In view of the universally high 
death rate in foundling asylums, the experiment conducted for the past four 
years by a Joint Committee of the New York State Charities Aid Association 
and the Association for Improving the Condition of the Poor on the care of 
motherless infants, has a value quite out of proportion to the actual number 
of children that have come under the care of the committee. In its fourth 
year the committee actually cared for one hundred and twelve children, of 
whom forty-five were placed in free homes, two were returned to their parents, 
twelve died, and fifty-three at the end of the year were boarding in families 
under the care of the Joint Committee. 

The children for whom the responsibility is assumed by this committee, 
under earlier arrangements would have remained in an infants’ hospital con- 
ducted by the Department of Public Charities. At the time when the work 
was inaugurated, the death rate in that institution was over ninety-seven per 
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cent. The mortality among the foundlings boarded in families under the care 
of this committee for the past four years has been as follows: 


Mortality 
Per cent. 
During year ending March 31, 
During year ending March 31, 
During year ending March 31, 1901 
During year ending March 31, 


“The mortality among these children,” says the report, “notwithstanding 
all the unfavorable circumstances of their condition before coming into our care, 
has been reduced to a rate which is lower, according to the statistics of the 
Board of Health, than the rate of mortality (13 per cent) among all children 
under two years of age in the Borough of Manhattan. i 

“The decrease of the mortality in the second and third years of the work _ 
was largely due to the very general employment of wet nurses for the younger 

and weaker babies. The remarkable further reduction which has been secured 
during the fourth year is largely due, we believe, to the fact that, with one 
exception, all the babies have been turned over to the committee as soon as 
received at Bellevue Hospital—no child remaining in the hospital over twenty- 
four hours—instead of being transferred from Bellevue to Randall’s Island, — 
and there discharged to the committee.” 

The question has been raised whether the experiment of boarding found- mas: 
ling children in families has now been carried sufficiently far by the two 
private societies to demonstrate fully its value and to place upon the Depart- 
ment of Public Charities the responsibility of assuming its entire management 
and financial support. 

Care of Dipsomaniacs in Iowa.—The State Board of Control of Iowa has 

established a department for dipsomaniacs, inebriates, and persons addicted 
to the excessive use of narcotics, in one of the state hospitals for the insane. 
A bill was passed by the recent legislature authorizing such action on the 
part of the board. The examination, trial, and commitment of those eligible 
to the institution are to be governed by the same statutes as now apply to the 
examination and commitment of incorrigibles to the state industrial school, 
and will be conducted by the district court. The term of detention and treat- 
ment must be for the first commitment not less than one nor more than five 
years. The superintendent of the institution may, however, parole a patient 
on conditions prescribed by law. The expense of trial, and treatment of such 
persons as are committed to the institution are to be borne and paid in the 
same manner and out of the same fund as the expenses of insane patients, 
and the estates of such patients are liable therefor to the same extent as in 
the case of insane persons. 

Finances of the Baron de Hirsch Fund.—The Jewish World, a daily 
newspaper of New York City, has published the first authorized financial 
statement from the Baron de Hirsch Fund. It is for the year 1901, and gives | a 
details of the geographical distribution of the expenditures and of the pur- — 
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poses for which they have been made. The total expenditure was $2,019,579.30, 
one-eighth of which was provided by the use of capital, seven-eighths by 
interest. 

The statement does not set forth the principles on which the funds are 
distributed, Fut it gives a fair idea of the methods which the trustees have 
thought likely to prove most effective in relieving the hardships suffered by 
persecuted Jews. 

“In distributing their attention, the trustees have adopted the tolerably 
obvious policy of directing their energies to the quarters where the economic 
condition of the Jews is most in need of relief—Russia, Roumania, Galicia.” 

The Burke Foundation.—One of the most notable recent foundations for 
relief purposes is that which has recently been incorporated in New York 
state under the name of the Winnifred Masterson Burke Relief Foundation. 
Mr. John M. Burke, a modest citizen of New York City, comparatively 
unknown in industrial and financial circles, notwithstanding his large wealth, 
has celebrated his eightieth birthday by making over to the following trustees 
property valued at about $4,000,000: Abram S. Hewitt, William Hubbard 
White, Edward M. Shepard, Frank K. Sturgis and John M. Burke. It is to 
be used for the establishment of a convalescent hospital and the relief of 
persons who have been self-supporting, but who, through illness or accident, 
are brought into financial straits, and to provide temporarily for the necessi- 
ties of the families of such persons when the bread-winner is thus disabled. 

The language of the trust deed concerning the objects of the fund is as 
follows: 

“The benefits of the foundation shall be reserved for intelligent and 
respectable men and women, who in consequence of sickness or discharge from 
hospitals before they have regained strength sufficient to earn their livelihood, 
or in consequence of other misfortune may be in need of temporary assist- 
ance.” It is further provided that “the fund shall be used in such way as not 
to increase, but to prevent, the growth of poverty, the chief purpose of the 
founder being to help those who give or have given evidence of being willing 
to help themselves.” 

Mr. Hewitt has announced that the trustees are to “associate with them- 
selves a committee on plan and scope, so that when the income of the fund 
shall be available the operations may be undertaken in such way as will best 
carry into effect the purposes of the foundér upon a scale commensurate with 
the magnitude of the endowment.” Wide discretion has been left to the 
trustees as to the details of the plan by which these munificent purposes are 
to be carried out. 

The need of additional provisions for convalescent patients is one to 
which attention has repeatedly been called in the annual reports of the Charity 
Organization Society. That portion of the fund which will remain free for 
the relief of the families of those who are disabled by accident or illness, may 
also prove to be of inestimable public benefit. In the newspaper discussion. 
of the subject perhaps unnecessary emphasis has been placed upon the donor’s 
wish expressed in the deed of trust that the methods to be used in dispensing 
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his bounty shall be as expeditious as is consistent with propriety. This is like- cs 
wise the earnest desire of the donors to all other relief funds and of the managers n pe 
and agents of existing relief societies. To be as expeditious as possible and if. 3 - 
at the same time to use methods consistent with propriety is, however, by no © 
means a simple task. The greatest embarrassment will arise, not in selecting ry. = 
agents who can be expeditious, but in finding such as have sound and expert 
judgment in the selection of beneficiaries, and in the giving of aid in such a_ 
way as “not to increase, but to prevent the growth of poverty.” 

The Parole System in France.—The most recent reports show that the | 
conditional liberation of prisoners in France which corresponds to what is 
known as the parole law in this country is working satisfactorily. In the _ 
year 1899, 1,804 have been released on parole, and in 1900, 1,602. In the course _ 
of these two years the number returned for violation of parole had been sixty-— 
four in the year 1899 and seventy-one in 1900. The Revue Penitentiare of 
Paris regrets that so many are not subjects for the parole law because they 
are sentenced for too short a period to be subject to its provisions, but the 
responsibility for this rests not upon prison administration, but upon the — 
courts. The efficiency of the parole law in France is greatly increased by the 
co-operation of prisoners’ aid societies, which exert themselves to find work for 
those committed to their care. 

The First Russian Prison Congress.—The Russian government has — 
shown an interest for a good many years in penological matters and in the | 
improvement of its prison system. This is shown by its representation for 

twenty-five years upon the International Prison Commission, and by its succes- 
sion of reforms in its prison administration. A new step in advance has been 
taken in the organization of a Russian National Prison Congress, composed 
exclusively of directors and inspectors of Russian prisons from all parts of — 
the Empire. It was opened on the twenty-fourth of March and was devoted 
specially to the subject of prison labor. The Minister of Justice, Nicholas 
- Mouravief, opened the congress by a discourse in which he emphasized the 
great advantages to be derived from the development of personal relations — 
_ and the interchange of ideas among Russian prison officials. Then passing to m 
the subject of prison labor he said its necessity rested not merely upon scien- — 
tific exposition, but upon the educational and reformatory influence of well- 
_ directed labor upon those of weak will and depraved sentiments, It was 
hardly necessary to show that work or the aptitude for work constituted the 
best preservative against idleness and weakness, the two principal causes of 
That labor which guarantees to the prisoner remuneration during his Pd 
_ detention and awakens the hope that he may earn his living after leaving it, © 
strengthens his moral courage and fortifies him against temptation. In — 
Russia the great majority of prisoners belong to the peasant class and are 
rather cultivators of the soil than factory laborers. The product of Russian — 
prison labor has steadily increased in value. In 1887 it was 539,000 roubles. 
oh 1900, 1,500,000 roubles. “In Russia,” said the Minister of Justice, “in its — 


present economic condition, there is no fear of any disastrous competition Seas 


Philanthropy, Charities and Social Problems 1811 
be 
= 
aa 
~ 1? 
ame 
aD 


The Annals of the American Academy x 
= 
between free labor and prison labor, a subject of importance which was greatly 
exaggerated in European discussion. 

“We are in a condition to develop among us prison labor in perfect 
security, confining ourselves to the application where it may be necessary of 
measures for reconciling the interest of the prison with the general condition 
of the market, and forbidding any violent collision with free labor. These 
measures will be limited to a choice of the trades followed in prisons, the fixing 
of the price of goods manufactured, to the means of production and of sale, the 
selection of foremen to direct the work, as well as to other questions of peni- 
tentiary control. M. Mouravief said that the idea that a prison without work 
is more harmful than useful has not yet been sufficiently rooted in the minds 
of prison administrators. The influence of work upon the diminution of 
recidivism has not been sufficiently studied.” 

The International Prison Commission.—The above notes concerning 
the parole law in France and the First Russian Prison Congress are con- 
tributed by Mr. Samuel J. Barrows, corresponding secretary of the Prison 
Association of New York. Mr. Barrows was the official representative of the 
United States government in the International Prison Commission, which 
met at Berne, Switzerland, August 25. This commission is the executive arm 
of the International Prison Congress. It is composed of one member from 
each of fifteen different nations appointed by the government. The object of 
the meeting in August was to prepare a program for the next International 
Congress, which will be held in Budapest in 1895. 
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ll. NOTES ON COLONIES AND COLONIAL GOVERNMENT 


Porto Rico.—Recent Progress of Public Schools and Highways.—In 
pursuance of the plan of presenting, with each issue of THE ANNALS, some 
definite problems or features of our colonial policy, there has been chosen 
for the present number a discussion of two fundamental questions of Porto 
a Rican administration, the school system and the new plan of highway con- 
“ struction and maintenance, upon both of which so much of the future 
prosperity of the island depends. Hon. Samuel M. Lindsay, the Com- 
missioner of Education, and A. Stierle, Esq., the Superintendent of Public — 
Works, have kindly contributed to THe ANNALS an authoritative discussion 
of the work of their respective departments. 

The School System of Porto Rico.—There is a good American sys- 
tem of schools of primary, secondary and grammar grades in every muni- 
_ cipality in the island, one high school in San Juan, and a Normal School 
q for the training of teachers, all in successful operation under a general 
school law enacted by the Insular legislature the provisions of which are for 
the most part eminently wise and practical. The elementary schools cannot yet 
be compared, of course, in their every-day output of work with the best 
city schools of the same grade in the states, but when contrasted with the 
schools under the Spanish régime, the improvement is little less than mar- 
velous. The territory of the whole island is divided into sixty-six legally 
constituted municipalities which include urban and rural districts. These 
are grouped into sixteen school districts, to one of which the neighboring 
islands of Vieques and Culebra are added. At the end of the last school 
year (June 21, 1901), there were 733 schools open, comprising 33,802 pupils 
enrolled, with 768 teachers, which was an increase for that year of 20 per 
cent in the number of schools, 37 per cent in the number of pupils and 21.5 
per cent in the number of teachers. The scholastic year 1901-02 began on 
September 30, 1901, with 780 schools open, 32,302 pupils enrolled and 829 
teachers; and on June 20, 1902, there were 874 schools open with 40,993 pupils 
enrolled, and with 911 teachers, which is a material increase as compared 
with the close of the last school year. Compared with the beginning of this 
school year full reports at the end of the fifth month show an increase of 
12.3 per cent in the number of schools open, 28.9 per cent in the number 

of pupils enrolled, and 5.6 per cent in the number of teachers employed. 
These figures show that under American civil government we have nearly 
doubled the educational advantages offered free to the masses of the people 
as compared with the maximum facilities provided by the Spanish Govern- 
ment. A comparison of statistics of the number of schools open in the 
various municipalities of the island at the close of the last calendar year 
preceding the American occupation and those open now, including special 
schools (night schools, high schools and kindergartens, not enumerated above) 
shows that on December 31, 1897, there were 538 such schools, while on 
February 21, 1902, there were 9309. 
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The total number of pupils enrolled December 31, 1897, is reported at 
22,205 as compared with 40,993 on June 20, 1902. This statistical comparison 
is more than generous to the Spanish system, because the schools they did have 
were not entirely free. All pupils able to pay were required to do so and 
the fees thus received went direct to the teachers as a perquisite and supple- 
ment to salary, and we may therefore be sure that all were required to pay 
who could. The work done under the Spanish school system was scarcely 
worthy of a school. There was no uniform course of study, no attempt at 
rules, regulations or order; no thought of the rights of the child, no endeavor 
to apply pedagogical principles nor to furnish teachers with an adequate 
equipment for their work. A rural teacher lived with his family in the 
school house and did as he pleased with his pupils, frequently not teaching 
them at all himself, but hiring a substitute or delegating one of the older 
and brighter pupils to teach under his general instruction while he drew 
his salary and sometimes absented himself from school for considerable 
periods. There were but two school supervisors for the entire island and 
they made only one visit a year to each school, chiefly for the purpose of 
examining the pupils in the catechism and doctrines of the Roman Catholic 
Church. We now have a graded course of study which is followed as far 
as possible by all teachers, even by those teaching in the ungraded rural 
schools; the best books and supplies the government can get are furnished 
free and there are sixteen school supervisors who are required to visit each 
school in their district at least once a month. They confer and correspond 
with their teachers at more frequent intervals and report in writing to the 
department several times a week on various questions relating to the schools. 
Mr. E. C. Hernandez, the present chief clerk of the Department of Education 
and formerly secretary of the Insular Board of Education, himself a scholarly 
investigator of educational questions and an able text-book writer, prepared 
a comprehensive report on the history of the school system of the island 
under Spanish rule. It was printed as part of a document entitled, “Educa- 
tion in Porto Rico,” prepared in response to a resolution of the United 
States Senate of April 12, 1900 (Fifty-sixth Congress, 1 Session, Senate 
Document 363, Washington, 1900), and should be consulted by those who 
care to carry these comparisons farther. 

Resuming the discussion of our present school system, we should note 
that while 40,993 pupils were reported as enrolled and in attendance at the 
end of June, we had enrolied during the school year 59,096 pupils. How much 
still remains to be done is readily seen from the statement that only 4.19 
per cent of the population was in attendance at the schools, while in the 
United States, the Commissioner of Education at Washington, Dr. Harris, 
reported for the year ending June 30, 1901, that about 21 per cent of the 
total population attend some public school supported by the taxes of the 
state or municipality. 

School Building and Equipment.—Spain left no legacy of school buildings. 
In November, 1900, the President of the United States made an allotment 
of $200,000 for school extension to which amount was subsequently added, 
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by the Governor of Porto Rico from the trust funds placed at his disposal by i. 
the President of the United States, two allotments, one of $15,000 for general | 
school extension, and one of $35,000 for the erection of an Insular Normal 
School. From the total allotments made prior to May 1, 1902, for school 
extension, amounting to $250,000, we have completed one large Normal 
School building and thirty-eight public school buildings, of which all are 
occupied but three, which will be ready before the opening of the next 
school year; and we have a balance of about $25,000 with which it is intended 
to build and equip an Industrial School in the city of Ponce during the 
coming summer, which will make a total of forty public buildings equipped — 
with modern school furniture, with accommodations for nearly 6,000 pupils | 
at a cost of $250,000. In view of the high cost of building material, much | 
of which has to be brought from the States, the scarcity of mechanics able __ 
to do the grade of work demanded on most of these buildings, and the : 
enormous expense of transporting workmen and materials from the coast 
to the interior districts of the island, this result could only have been secured 
_ by economy and prudent management and I believe that the people of Porto 
Mi Rico have got large value from the expenditure for schools of the trust funds 
so generously donated by the people of the United States. 
Recognizing the urgent need for a continuation of this work of school 
extension, the governor and heads of executive departments, in whose hands 
the trust fund allotted by the President of the United States has been placed, 
consented upon my recommendation on April 30 to the use of the further sum 
of $150,000 for school buildings. Eighty-five thousand dollars was imme- 
diately allotted, $21,000 of which is for a model six-room brick graded school - : ; 
and a two-story frame principal’s residence, as part of the Insular Normal _ 
School at Rio Piedras. Twenty thousand dollars, or so much thereof as may 
_ be necessary, is to be used in the construction of twelve agricultural or rural _ 
schools. Forty-four thousand dollars for the erection of graded school 
buildings on a new plan by which the municipalities in which the buildings 
are erected will be required to give the ground and pay one-half of the cost 
of the building. The balance of the $150,000, after the $85,000 allotted on 
or about May 1 is expended, should be made available for the erection of — 
graded school buildings in accordance with the plan just mentioned. In. 
recommending this plan I felt that the trust fund would be exhausted long 
before the most imperative needs for school buildings could be met, unless_ 
we could begin to capitalize the “object lessons” of the first school houses : 
erected by the Insular Government and induce the municipalities to tax 
themselves for this purpose. I had previously secured as one of my legisla- 
tive acts the passage of a bill giving the municipalities the right to levy a 
special school tax not exceeding one-tenth of 1 per cent on all personal 


to be used exclusively for school purposes. At the same time another law _ 

was passed raising the minimum per cent of all taxes which the municipalities 

‘ were required to turn over to the schoo! boards for school purposes from 10 
per cent to 15 per cent. Thus the school boards should find themselves from 


= 
Ag 
ig 
iz 
: 
4 
a 
P 
f 
3 
4 as 
— 
he 
™; 


a. 
‘ 


186 _ The Annals of the American Academy 

now on much better able to cope with their financial difficulties. The 
moment seemed opportune therefore to suggest that while the Insular Govern- 
ment might continue to build rural school houses in the poorer and most 
needy districts, henceforth in the larger towns and more prosperous districts 
graded school buildings would be constructed only where the municipality 
agreed to furnish the ground and pay half the cost of construction. To make 
it possible for the municipalities to accept this offer in cases where the funds 
were not immediately available, or to enable them in some cases to distribute 
the burden of their share, the Department of Education has offered to erect 
the building as usual and pay the entire cost and allow the municipality to 
pay its share in monthly installments, to be withheld by the treasurer of Porto 
Rico, from the taxes collected by him for the municipality. These advances 
will be made without interest. The plan has worked well, and several muni- 
cipalities, within one month since it was announced, have already passed 
the necessary resolutions to avail themselves of this offer. 

Types of Schools—The conditions in Porto Rico demand that we should 
have at least three distinct types or groups of schools if the system of public 
education is intended to meet with any degree of completeness the educational 
needs of the island. ‘ 

The first type or group of schools is that designed for purposes of general 
education. The object of these schools is to reduce the amount of illiteracy. 
This work can be carried just as far as the public desires to maintain it as 
a part of the public school system. It may take pupils from the graded schools 
to a high school course, into the college, and through the college to the 
university. We have now provided for a course of study running through 
eight years of graded work, the final examinations in which will admit to 
any high school in Porto Rico, and the legislature has provided for the 
establishment of four high schools, well distributed geographically, to be 
located at San Juan, Mayaguez, Ponce and Fajardo, in which the work of 
these pupils can be carried on to the point at which they will be ready for 
admission to the average American college. One of these high schools is 
already in operation at the present time, namely, that at San Juan, and at least 
one more will be in operation during the next school year; and two years 
hence we shall have pupils enough ready for this work to maintain a complete 
four-year high school course at San Juan, and a two-year course at Ponce, 
and to have at least the first year of high school work in successful operation 
at Mayaguez and Fajardo. In time there will be enough pupils preoared 
in our own schools ready for college, in addition to a number of young persons 
in Porto Rico who have secured their preparation elsewhere, who will be 
ready for college, to justify the establishment of a college academic course. 


The literary ambitions of the people are marked, and the demand for the 


establishment of an institution of college grade, which in time would lead 
to the development of a great Antillean university as a part of the public 
school system of Porto Rico, is likely to increase as the years go on. We 
should not be blind to the development of the distant future while absorbed 
in the more pressing demands of the immediate present. While for many 
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years to come the needs of the great masses for the most elementary forms 
of education will be so great as to preclude the judicious expenditure of 
public money for the vastly more costly types of higher education, open 
necessarily only to the few, the suggestion which has frequently been made 
looking to the establishment of a Porto Rican college or university is one 
that should be encouraged and for which plans should be made years in 
advance. Institutions of higher learning, which would draw to Porto Rico 
students from all the South American Spanish-speaking countries and enable 
them to receive their professional as well as their cultural training for posi- 
tions of large usefulness in public life in an American college, where the 
experiment of combining the Anglo-Saxon and Latin races under American 
and Spanish institutions, and of the assimilation of the best in both, is being 
made, would constitute a powerful and potent influence in the extension of 
American principles and ideals. } 

The second type should be a school especially designed to meet the 
needs of the rural and agricultural population of the island. It should begin 
with the agricultural rural schools furnishing instruction in the elementary 
branches of a general education, but not designed to start the pupils on a 
course which in its highest development would lead into the ordinary col-— 
lege or university, but rather to the agricultural and mechanical college pro- 
viding a training in practical and applied science. 

The third type is the industrial and trade school for the introduction of 
which we have just begun to plan. These schools should be established 
in the larger cities and have every equipment that is needed to give a good © 
elementary education and a special training or preparation for one of a half | ; 
dozen or more important trades. 

The work of all three types of schools would naturally develop into a 
harmonious system in which there would be an interplay of activity and 
influence between the three divisions of work just outlined. The industrial 
and mechanical schools would encourage and foster the introduction of 
manual training in the ordinary day school, and the, work of the agricultural 
rural schools would naturally encourage nature-study and other useful and 
neglected forms of general education in the regular day school, while the day 
school and the high school should maintain and foster in both the agricultural 
and industrial schools a high standard of general education and culture. 

In addition to these three types of schools there is in our educational 
system to-day, and there will ever be need for, a fourth group of special 
schools designed to meet special needs. Thus at present we are maintaining _ 
night schools, schools for the training of nurses, and a school of drawing 
and painting. 

Imperative Needs.—In the brief survey given above, based as it is upon 
incomplete statistics for the year, only: the more essential features of the 
school work in Porto Rico have been touched upon. From these, however, 
it will be seen that there are many signs of progress. The general result is 
a tribute to the efficacy of the American free public school and it is no less 
a tribute to the intelligence and the noble aspirations of the Porto Rican 
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First of all we need more schools. We have 50,000 children now in school. 


‘ There must be at least 350,000 children of school age in the island at the 


present time. Of these, possibly 50,000 would be inevitably deprived by good 
reasons from availing themselves of the advantages of the public school. 
We probably have, however, at least 300,000 children who ought to be in 
school, and of these we have at present only one-sixth enrolled. Nearly all 
of our schools have long waiting lists of the names of those being urged by 
anxious parents for a place as soon as a vacancy occurs. Two hundred and 
fifty thousand children out of school who should be in school is a serious 
problem and should weigh heavily upon the public conscience. To furnish 
school equipment for all of these children would require an expenditure of 
nearly $3,000,000 annually, a sum exceeding the total revenues of the island 
by 50 per cent. We increased last year the budget of the Department of 
Education by $32,000, making the present budget about $532,000. This 
budget should be increased next year to $650,000 as a minimum. This is 
probably all that the Insular legislature can do. It will then have dealt 
more generously with its public schools, in proportion to its ability, than 
|probably any other community under the American flag. Where. any addi- 
tional help is to come from I do not know, but I do know that in addition 
to all that the legislature can do we should have for use next year at least 
one hundred additional American teachers and that all of these, together 
with the American teachers now here, should be paid a minimum annual 
salary averaging $600, the increase to be an offset for the cost of transporta- 
tion to and from the states, which was formerly furnished by the govern- 
ment. For this item we need $70,000. 

Second, for the buildings and equipments of three industrial schools we 
need, in addition to what the Insular Government has provided the sum of 
$100,000. 

Third, we need immediately an agricultural and mechanical department 
in the Insular Normal School, the equipment of which for the first year would 
cost $50,000. 

Fourth, we should have as soon as possible, at least one hundred new 
rural and agricultural school buildings with equipment, to be located in the 
most needy and backward parts of the island. This item would cost $200,000. 

Fifth, we need for our graded schools in towns and cities immediately at 
least 20,000 new school desks and other school appliances and apparatus, 
which would cost about $75,000." 


ParTIAL SUMMARY OF ScHooL STATISTICS FoR Porto Rico 


Average Number of Schools Open from September 30, 1901, to June 20, 1902 


Girls 


Mixed 
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Town. 
Rural 


White, males 
White, females . 
Colored, males 
Colored, females 


Average Number of Pupils in Attendance 


White, males 

White, females 
Colored, males 
Colored, females 


Total 
Percentage of total population in attendance 4.109. 


or Road Construction—The work of the Bureau of Public Works was 
carried on until March 1, 1902, under the old organization as a board. Since 
that date the board has been abolished, by special act of the legislature, 

a Bureau of Publis Works created, which in spirit, and 


_ made necessary by the eadorcoment of the Foraker ico “At the same time 
were enacted two other important laws which affect the work of the bureau: 


Z county road law based upon the division of the island into counties, and ay 


the regulations referring to the police of highways. The latter was imme- | 

_ diately promulgated; the former still awaits the preliminary steps to be taken © 
by the new county authorities. 

The work of the bureau is at present subdivided into three divisions: 

a Roads and Bridges; (2) Public Buildings and Grounds, and (3) Fran- 

_ chises. Except in the buildings division, all employees are more or less 

assigned to one work or another, as occasion arises, and official titles and 

prerogatives have lost much of their former glory. The disbursements made = 

during the past year amounted to over $600,000. oo 

Roads and Bridges.—This division constitutes at present the most impor-_ 
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sustains the heaviest expenditures. It is subdivided into: (1) Maintenance 
oi roads; (2) Construction of new and reconstruction of old and unfinished 
roads; (3) Surveys and examinations for new roads and bridge sites. 

Numerically, the personnel pertaining to this division has been during 
the past year exceptionally large, principally on account of the many sur- 
veying parties in the field and the extensive repair and construction work 
on roads which has been done by means of day labor. Besides the regular 
road force on maintenance, which consists of road supervisors, overseers, 
foremen, sectionmen and laborers, there were employed ten assistant engineers 
on surveys and construction work, each one of which had for assis.ants 
about four instrument men who, when necessary, act also as inspectors. 
On the repairs of old roads were employed on an average eleven temporary 
overseers, men of experience who organized their working forces in accord- 
ance with the needs of the moment. It is estimated that during the past 
year no less than 20,000 men, exclusive of the regular force, have found 
employment on road-work as laborers, not to mention the thousands employed 
by road contractors. 

The assistant superintendent exercises special supervision over surveys 
and the reconstruction and repair of old roads, and those in local charge 
report directly to him. The road supervisors on maintenance, of whom one 
is located in San Juan and one in Ponce, and the assistant engineers in local 
charge of new work, who are individually held responsible for the proper 
execution of work assigned them, report directly tg headquarters. Under the 
present organization the services of the road supervisors and the force under 
them are needed throughout the year; those of the assistant engineers and 
their subordinates are temporary and special for the work in hand. 

Maintenance of Roads—The total number of kilometres of macadam 
roads maintained and taken care of by the bureau during the past year is 
424.10; of which 381 were maintained by the regular force, and 43.10 kilometres 
by extra gangs of men in charge of special overseers when more than ordinary 
care was required on account of the incomplete and new state of the works. 

There are now under maintenance by the bureau, a total of 424.1 kilo- 
metres of which 284.1 kilometres were constructed by the Spanish Govern- 
ment and 140 kilometres by the Americans. 

The heavy and persistent rains during the last year have seriously inter- 
fered with the work undertaken by the contractors, and it was not until the 
dry spell of January and February gave a better opportunity to push the 
work that satisfactory progress was made. 

Considering the prices paid for stone during previous years, those 
paid the past fiscal year are comparatively low and were rather surprising 
in view of the exorbitant prices asked two years ago at the time the money 
basis was suddenly changed. It is an indication that economic conditions 
are resuming a more natural basis. There was a great deficiency in road- 
building tools and machinery, particularly in road rollers. Those on hand 
were principally of old-fashioned patterns and too light, having been made 
of rollers formerly used for crushing sugar cane and very small in diameter, 


(66g) 


— 
‘ 
‘fe 
| 
— 
* 


whose efficiency was very little increased by the addition of a wooden box — 


filled with stone. ad 
Eight large and modern horse road rollers were purchased at cece Lk 

prices of American contractors who were leaving the island. These were Sq as 

principally required, however, for work on new roads. Two additional steam 

rollers were obtained from the United States and were specially assigned for 

work on the San Juan-Ponce road, upon which at the end of the fiscal year © 

three steam rollers, including the one purchased the previous year, were at _ 

work. Besides these three, another steam roller’ belonging to private parties, 

has been rented from them and has been at work on the Arecibo-Ponce road, a 

near Arecibo, since April last. The great advantage in every way of steam 


apparent, and it is contemplated to continue their introduction and to aug-— 
ment their number until their distribution is so adjusted that each one can 
be kept steadily at work throughout the year on the principal roads of the 
island. 
The number of cubic metres of broken stone placed upon the roads by 
the regular force during the year was 25,672, of which 17,402 cubic metres were 
placed in the North division and 8,270 cubic metres in the South division. | 
Including hauling and spreading stone and screenings, and sprinkling ew 
7 rolling the same, the average cost of placing one cubic metre was sixty-two 
cents; or, adding the average cost of the stone, $2.25 in all. The cost of labor 
_ being about the same throughout the island, except in the vicinity of San 
Juan, the final cost is largely determined by the charges for hauling, 
-ox-team hire and the price for stone, the latter depending greatly upon the 
; accessibility of the quarries, their distance from the point of delivery, and the 
- quality and the hardness of the stone to be broken. It is expected that the 
_ primitive methods still obtaining in producing macadam and in transporting i 
it will soon be eliminated by the introduction of modern plants, such as on i “ 
crushers and portable tracks, as used elsewhere, which would undoubtedly 
reduce the unit price. To encourage such a change, however, and to com- 
_ pensate for the first outlay in comparatively expensive machinery it would 


of letting it in small blocks as has been heretofore customary. £ 


7. Besides the placing of new macadam and the varied minor routine work 
3. 3 done by the regular road force in the maintenance of roads, its labor was much 
ee increased the past year by the removal of the many landslides which have _ 
taken place on the older roads during the unusually protracted periods of heavy __ 

_ rain which prevailed in August, September, October, November and Decem- | 
ber, 1901, and during April, May and June of this year. 


force was amended in a few unimportant points by the last legislature. 

principal change made refers to the presentation of complaints and the col-_ 
lection of fines; the former are to be made hereafter before the police judges 
instead of before an alcade, the latter are to be imposed in accordance with the 
new penal code. This method is much simpler than the former one was by 
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- which the accuser received one-third of the fines collected, the alcalde another 
- third, and the remaining third was held and deposited in a fund reserved 
for the improvement of roads. . 
In reference to the comparatively high cost of maintaining the roads, 

it is believed that after the present extensive and unusual repairs made 


a series of years. With rigid specifications and by the exercise of a constant 
and intelligent inspection, the result would be more satisfactory than now.” 


tContributed by A. Stierle, Superintendent of Public Works wz 
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ABBREVIATIONS. In the Index the following abbreviations have been used : pap., principal 


paper by the person aggre 
on the person = 


the person named ; 


Lyman, 


Abbott, 
Abbott, 
Abbott, 
Abreu, 
Adams, 
Adams, 
Adams, 
Addams, 
424-427, 
Adriance, 
Agger, E. E., 
Aguinaldo, F., 
Albert, Grace, 
Alexander, H. 
Allen, Gov. C. 
Allen, W. H., 
Allison, James, 
Almy, 
Ames, H. 
Anderson, 
Andrews, 
Arbuthnot, 
Archbold, J. 
Arnold, Benedic 
Asakawa, Kan- 
Ashley, C. 8., 
Ashley, J. W., 
Ashley, R. L.., 
Atkinson, 
Atwater, Ellen 
Ayres,. P. W., 


Babcock, K. 
Baetjer, E. G., 
Baker, M. N., 
Balch, Emily 
Baldwin, J. 
Baldwin, 
Baldwin, 
Ballagh, 
Banfield, 
Barnes, 
tarnett, G. 
Barnett, J. 
Barr, M. W., 
Barrows, Mrs. 
Barrows, 8. J. 
Barton, G. A., 
Ratts, 573 
Bayles, J. C., 
Beard, C. A., 
Beck, Clarence, 
Becker, G. F., 
Reer, G. LL... 
Beitler, A. M.. 
Bell, C. K., £ 
Benjamin, G. 
Benton, FE. J., 
Bernheimer, C. 
Biggs, H. M.. 
Bijur, Nathan. 
Birtwell, 
Birt well, 


F. 
G. 


Mrs. 

Maud, 


Mary 


304, 
Frederic, 27 
WwW 
D., 
411, 


Mabel, 


Simeon 
Stephen, 


J 
271-276, pap. 


com., communication by the person named; p. n., personal note 
, review of book of which the person named is the author ; n., note by 
, review by the person named. ; 
462 . 
410, b. 
337, 341 
8 


Blackmar, W., 
Blaustein, David, 463 
Bogart, EK. L., 45: 

Bolles, Albert S., 475-492, 
Bolton, H. E., 633, p. n. 
Bond, B. W., Jr., 408 
Blue, L. A., 407 

Booth, Charles, 128, 43 
Borden, G. M., 4 

Bost, J. L., 408 
Bosworth, N 
Bourgeois, 
Bourne, H. E., 
Bowman, H. M. 
Boyd, W. K., 
Boyle, J. E., 409 
Boyle, 603, 606 “4 
Brackett, J. R., 462, 463 — 
Bramhall, F. D., 408 
Brewer, F. N., 167-177. 
Brissot, Jacques’ Pierre, 
Bronson, 444 

Brooks, R. C., 

Brown, G. W., 

Brown, H. H., 

Brown, Marianna C. 
Brown, W. G., 445 
Browne, J. C., 647 
Brush, 146 
Brush, 578 
Bryan, W. J., 
Bryce, James, 
Buckley, E. R., 
Buffoli, Luigi, 
Bullock, C. J., 
Burdett, 
Burgess, 431-434, 
Burke, J. 654 

Burr, Aaron, 422, 423 
Butler, A. W., 462 

Butler, C. H., 434-436, 
Butler, E. J., 462 

Byers, J. P., 462 

Byng. G., 445 


pap., 515 


b. 


pap., 301, 302, 


427-429, 
462 
9-285, pap., 


616-626, com. pap., 292 


406 
OS 
603, 606, 
t, 413 
Ichi, 
645 
586 


610 


407 


b. 
407 
B.. 407 
463 309 
429-431. 
585, 586, 
458 
439-441, 


b. 
453, 595 
6: 
w. 


E. 
45 


pap. 


Cairnes, J. 

Calhoun, A., 
Calhoun, J. 

Calvin, John, 406 
Campbell, C. E., 645 
Cantor, Jacob, 645 
Carnegie, A., 445, 
Carstens, C. C., 
Casselman, A. 
Cator, George, 
Catterall R. 
Chailley-Bert, 
Chapin, C. V., 
Chapin, T. 

Cherry, J. B., 
Chesterfield, Lord, 175 
Chitwood, O. P., 408 
Clurk, E. F., 652 


411-412, 


L., 463 
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Clark, J. B., 650 
Clark, Mary V., 
Clark, R. C., 409 
Clark, W. E., 408 
Clay, Henry, 511 
Cleveland, F. A., 
Cleveland, 
Cobb, 8. 


464 


493-517, pap. 
37 
44 


Codman, John, ar. 413, b., 
Coler, B. S., 331 
Collet, Clara E., 436-438, b. 
Coman, Katharine, 635 
Conant, C. A., 518-533, 
Converse, J. H., 304 
Cooper, H. A., 526 
Coville, M., 418 
Con, I. 46 
Craft, John, 248 
Crane, R. T., 
Crawford, 
Crenshaw, 
Cromer, 
Cromwell, 
Crothers, S. M., 
Crowell, J. F., 
Crozier, A. O., 
Cutler, J. E., 


Daniel, J. W., 
Dante, 91 
Darwin, Charles, 
Davidson, 587 
Davis, G. W., 631 
Davis, M. M., Jr., 408 
Day, Clive, 635, p. n. 
DeForest, Robert W., 83-95, 
seq., 300, 301, 462, 463 
Defourney, M., 445 
Degetau, Frederico, 462 
Deuel, J. M., 464 
Deussen, Alex., 409 
Devine, BE. T., 304, 463 
Dicey, A. V., 441 
Dill, J. B., 304 
Dodd, W. F., 408 
Donnell, J. A., 408 
Dopp, Katherine E., 
Doyle, Mayor, 645 
Doyle, W. B., 645 
Drown, T. M., 453 
Dubois, E., 203-220, pap 
DuBois, W. E. Burghardt, 111 
Duclaux, E., 413-4 b. 
 Duepetiaux, 205 
Duggan, 8. P. 406, 445 
Duncan, 
Dunning, W. A., 401 
Durkheim, E., 445 


445 


pap. 


45 
Nathaniel B., 120, 302 
Earl of, 5 
Oliver, 403 

463 
298 
462 
409 


387, et seq. 


pap., 99, et 


406 


Eagleson, W. 8., 462 
Eckels, J. H., 493, et seq. 
Eckenrode, H. J., 408 
Edwards, C. R., 529, 
Einstein, Lewis, 414, 
Eliot, Ada, 648 
Ellery, E loise, 
Ely, R. T., 
Ernst, A. “40 
Estabrook, K.., 
Estey, 8. S., 407 


406 
"130 


Fairchild, F. R.. 
Fairlie, J. A.. 
Farewell, F 
Farnam, 
Farquhar, A. 
Feasey, H. 


Fendall, B. F. 
Fernald, W. 
Fesler, Mayo, 
Fessenden, } 
Finley, J. 
Fisk, G. M., 
Fleming, 
Folks, Homer, 27 
Folwell, W. W., 
Fort, Franklin T 
Fox, Hannah, 120 
Fox, H. F., 191-199, 
Frankel, L. K., 463 
Frederikson, N 
French, B. 
French, H. E., 
Fulton, Robert, 
Funke, Alfred, 


n. 
459, 463, 


pap., 462 
445 


470, 


Gammel, 573 

Garfield, J. A., 448 

Garner, J. W., 402, 

Gates, John W., 562 

Gazzam, J. M., 304 

George, Mrs. 8. 462 

Giddings, F. H., 423-424, n. 

Gidinghagen, Walter, 406 

Gilman, D. C., 61 

Gladstone, William, 344 

Glasson, W. H., 634, p. n. 

Glibert, D., 445 

Goldie, Sir George T., 438, 470 

Gompers, Samuel 26, 29-34, pap., 

41, 303, 304 

Goode, J. P., 

Goodknight, A. L., 

Goodrich, W. F 

Goodyear, 8. 

Gouge, 573 

Gray, J. G 

Green, C. 

Green, J. 

Griffin, W. B. 

Griffith, E. C., 

Grotius, Hugo, 

Guitteau, W. B., 

Gunton, George, 
429 


Hadrian, 
J. E.. 417-418, 


. R. W., 409 
A. C., 445 
E. H., 445 
Hamilton, 430 
Hamilton, Alexander, 
Hamilton, J. H., 445 
Hancock, H. L., 
Hanna, Marcus A. 
39, 41, 302, 30: 
Harding, 8S. B., 
Harris, W. T., 
Harrison, C. C., 3 
Harrison, W. H., 
Harry, J. W., 
Hartwell, FE. 
Harworth, P. 
Haskins, C. H., 
Hatfield, H. R., 401, 
Hatton, A. R., 408 
Hattori, Yukimasa, 408 
Hauser, H., 444 
Hawkins, D. E., 633, 
Hawley, W. C., 635, 
Hayes, EF. C., 406 
Hayes, T. G., 645 
Head, J. M., 645 
Hebberd, 


293 


423 


p. 
p. n. 


410-411, n., 424, n. 


464 


37, 39, 
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Index 


Henderson, ! 

Henderson, 

Henry VL., 

Henry, W. 

Herbert, B., 

Hernandez, 

Hewitt, A. 

Heymann, Michel, 462 
Hibbard, B. H., 407 
= Beach, Sir Michael, 


Hill, ‘aroline M., 
Hill, Octavia, lis. 
Hirsh, 498 
Hodge, Helen H., 407 
Hollander, J. H., 522, 630, p. 
Hlomer, 416 

Horack, F 
Hosmer, J. K., 
Hotchkiss, w. 
Hourwich, I. A., 
Howard, B. C., 
Howerth, I. W.., 
Hoxie, R. F., 408 
IIuebner, 8., 409 
Huntington, C. C., 408 
Hurst, J. F., 415 6. 


424-427, r. 
et s8eq., 


"128 


“602-615, 
314, 315 


628, p. n. 


pap. 


523 


Ide, H. C., 319, 
Irwin, S. D., 632 


Andrew, 507 
James, Edmund J., 295 
Jastrow, M., Jr., 411-412, n. 
Jaubert, Charles, 415, b. 
Jaures, J., 445 

Jay, John, 404 

Jefferson, Thomas, 401, 423 
Jenkinson, Isaac, 44 
Jenks, J. W., 602, 

Jenks, Mrs. ‘Wm. 

Jernegan, M. W., 

Jevons, W. 8S., 2 

Job, F. W., 649 

Johnson, Alexander, 464 
Johnson, Andrew, 432, 433 
Johnson, A. 8., 459 
Johnson, Emory R., 
Johnson, H. T., 408 
Johnson, Lewis, 409 
Johnson, Lillian W., 406 
Jones, F. R., 627, p. n. 
Jones, Thomas G., 248 
Judson, W. V., 298 
Justi, Herman, 649 


Jackson, 


295, 298, 299 


Kasson, J. A, 298 
Katzenbach, Ic. L.,. 
Kawakami, K., 409 
Keane, A. H., 445 
Keasbey, L. M.. 412 
Keen, Dr. W. W., 350 
Keep, A. B., 408 
Kellar, J. C., 652 
Keller, A. G., 405, p. m., 416-417, b 
Kelley, Mrs. Florence, 
294, 
Kelsey, 
Kelso, J. J., 462 
Kerlin, R. T., 409 
Kilburne, James, 652 
King of Belgium, 207, 208, 
Kingsbury, Susan M., 408 
Kinkead, T. L., 
Kinley, David, 
Kinosita, Y.. 
Kirkbride, Mrs. 


404, p. 


Carl, 


209 


Thomas 


535, 537, 540, 


155-164, pap., 193. 


Names 


Kitchener, Lord, 542, 554 

Kleene, G. A., 633, p. n. 

Knapp, Martin A., 
299, 300 

Knopf, 8S. A., 461 

Knox, J. J., 487 


Lacy, 184 

Lair, M., 446 

Lamarck, J. P., 391, 

Lane, M. A.., 4i7- 418, 

Larned, J. N., 403 

Larson, L. 

Lataste, 

Laughlin, 

Laughlin, 446 

Lavisse, F., 418, b. 

Law, J. D. 446 

Leake, Frank, 290, 

Lecky, W. E 

Lederle, E. 

Lee, J. W., 

Lee, Joseph, 

Leemon, H. ¢ 

Letchworth, 

Levi, A. S.., 

Lighthall, W. 

Li Hung Chang, 293 

Lincoln, Mrs. Alice N., 462 

Lincoln, Abraham, 30, 432, 

Lindley, Harlow, 407 

Lindsay, S. M., 296, 297, 

Linn, W. A., 446 

Livingston, Robert, 

Loch, C. 8., 648 

Lodge, H. C., 526 

Loeb, Isador, 404, p. n. 

Logan, J. M., 571 

Longfellow, A. W., 125, 126, 12 

Lorenz, M. 0O., 405, p. 

Ludington, C. H., Jr., 

Luetscher, G. D., 407 

Lybrand, Mrs. William M., 

Lyle, Edith C., 408 

Lynch, Judge, 634 

Macfarlane, ©. W., 

MacVicar, John, 646 

Magoon, C. F., 316, 525 

Maltbie, M. R., 362, 364 

Malthus, T. R., 388, et seq. 

Mann, ©. H., 451 

Manning, W. R., 407 

Marsh, B. C., 408 

Martell, D. E., 203 

Marx, Karl, 225, 226, 

Mason, Miss, 648 

May. M. B., 

McAuley, 0. 

MecCaleb, W. 

MecCardy, J. 

McClain, W. 

McCrea, R. C., 

McDonald, I. H., 406 

McDowell, W. F., 453 

McEwen, W. C., 652 

McIntosh, Hector, 114, 120 

McKinley, A. F., 644 

McKinley, William, 296, 
58, 659 

McNeal, H., 406 

McVey, F. L., 650, 652 

Meade, Emily Fogg, 436-438, 

Meade, FE. 8., 559-570, pap. 

Meeker, R., 408 

Melbourne, Lord, 346 

Mereness, N. D., 406 


b., 446 


629 


386-400, pap. 


309, 


1-15, pap., 294, 


298, 


4 
- 
= 
— — 
ify 
- *, q ae 


Merriam, C. F., 371, 


401, p. n. 
Merritt, General Wesley, 509 
Metchnikoff, 345 
Meyer, B. H., 298 

Mill, J. 8., 225, 


Miller, Roswe Il, 


de Molinari, ¢ 


de Montesquieu, 


Milligan, J. L., 45 
Millis, H. A., 356- 300, 
Milton, John, 284 
Mitchell, John, 41 
Mitchell, T. W., 630, p. n. 
Mitchell, W. C., 401-402, 
418-419, 
Mommsen, T., 410 
Monaghan, J. C., 174 
Monnett, 614 
Montemartini, G., 446 
Charles, 


Moore, C. 585 


pap. 


Moore, W. H., 5 


Munro, 
Murisier, E., 
Murphy, F. 


Olmstead, A. Ten Ey: 


Page, R. B., 


Pasteur, Louis, 345, 


Moreland, D. 
Morfill, W. 
Morgan, 

Morris, A. 
Morris, Robert. 
Moses, B. C., 319 
Mott, Florence B., 
Mouravief, Nicholas, 
Muhse, A. C., 408 
Muir, John, 419-420, db. 
Mulhall, M. G., 7 
Eben, 


409 
655 


Murphy, Gov. “Franklin, 193, 196 
Murphy, Judge, 280, 281 
Mussey, H. R., 408 

G. 646 
Neilson, 


K., 449, 
Nellie, 


Nightingale, Florence. 348 
Niles, H. D., 339, 340 
Northrup, Cyrus, 648 


J. P., 446, 635, p 


408 


408 
450 


on, R. B., 
Osborne, T. M.. 


Paeton, L. J., 409 
408 
T. W., 633, p. 
Paine, Robert Treat, 
*aine, Thomas, 401 
Pais, 410 
Paish, G., 446 
Palmer, W. M., 
Parrish, Helen’ 4 


123-136, 


rt, 459 
‘o, Samuel, 2 
*ascoe, C. E., 
414 
atten, S. N., 391 
Patterson, 


Paxson, F. 


Peck, P. F., 

Penn, William, 
Pennypacker, 8. 
Pepper, William, ¢ 
Perdue, Rosa M., 
Persons, W. F., 


pap. 


Peters, J. P., 446 

Peterson, Frederick, 456, 457 
Peterson, Samuel, 632, p. n. 
Pfahler, W. H., 45-58, pap., 304 
Phelps, C. E., 631 
Phillips, J. H., 

Phillips, U. B., 

Polk, J. K., 

Pontet, L., 446° 

Porter, Dwight, 131 
Porter, W. W., 300, 301, 
Posada, A., 

Potts, C. 

Presby, . 

Prevey, C. 

Pullman, G. 

Purves, 
Putnam, J. W., 408 


302 


Quanter, R., 420-421, b 
Quay, M. 8., 422, b. 
Quincy, Josiah, 132 


405-406, p. n 


Racioppl, F., 
468, 460 


Rampolla, 
Raper, C. L., 406 
Rather, Ethel Z... 


Reinsch, P. 
Renkin, M., 219 
Rhodes, Cecil, 3: 
Rhodes, Mabel C 
Ricardo, David, 
Richmond, Mary 
Righini, E., 422, 0 
Riis, Jacob, 17 
Riley, T. J., 
Ripley, W 
Robbins, 
Robbins, 
Roberdeau, 
Roberts, Lord, 33 
Robertson, W . 409 
Robinson, Chalfant, 407 
Robinson, M. H., 407 
Rollins, Frank, 406 
Roosevelt, Theodore, 83, 
526, 651 
Root, Elihu, 468, 469, 521 
Rosebush, J. G., 409 
Rosengarten, J. G., 304 
Rothschild, N. M. & Sons, 
Rousseau, J. J., 401 
Rowe, L. 8., 295, 296, 298. 304, 
pap., 434-436, r., 453, 466 


St. Clair, 
Sakagami, Y., 
Sargent, F. P.. 41 

Sayles, Mary B., 129-149, pap. 
Schaper, W. A., ‘404, p. n. 
Schwab, J. C., 439-441, b. Note 
Seebohm, F., 446 
de Seilhac, Pa 446 
Selden, G. C., 
Sellery, G. C., 
Seward, W. H., 
Shambaugh, B. 
Shaw, L. M., 488 
Shepard, FE. M., 654 
Shepardson, F. W., 628, p. 
Sherman, noe, 443 
Sill, H. 
Singer, F. 
Sites, Sara 
Skinner, J. M., 


[670] 


Hayes, 181-188. pap., 
J. W., S71, et seg. 
574, 576 


296, 350. 


et seq. 


550 
313-327 


Arthur, 449 
409 


“431-434, r. 


406 


293, 294 


, 466, 


— 
| 
: 
— 


Spencer, 


Raft, 


Tuckwell, 


Smith, 12, 225, 415 

Smith, C. W., 446 i 

Smith, 446 

Smith, Governor, 628 

Smith, H. K., 408 

Smith, Judge, 525 

Smith, J. R., 408 

Smith, 

Smith, +, 462 

 $mith, . R., 627, 

Smyth, E., 646 
Snavely, Charles, 407 

Snider, G. E., 408 

Sparling, 8. E 

Spencer, Anna G., 464 

Herbert, 391, et 

408 


seq., 417, 430 
Spencer, H. R., 
Spielman, 
Spooner, J. 318 
Spratling, 456 
Stapleton, A., 446 
Stetson, Mrs. C. 
Stewart, J. L. 
Stickney, A. B., 
Stierle, A., 657, 
 $tonaker, C. 
Stone, Wm. A., 
 $tory, Justice, 
Strangeland, C. F.. 
Straus, Oscar S., 37-42, pap., 304 
Studnitz, 237 

Stuefer, Wm., 587 

Sturgis, F. K., 654 

Sullivan, A., 645 

E., 652 


307-312, 
525, 52 


&. 318, 326, 
466, et seq., 

Terry, A. G., 408 

Terry, C. T., 402, p. n. 

Thompson, C, 8., 409 

Thompson, John, 475 

ThompSson, W., 408 

Thorpe, F. N., 441-444, Db. 
de A., 430 


57 
, 422-423, b., 


pap., 


Tolman, 
Tucker, - 
Gertrude M., 193 
Turiello, P., 446 

Turner, H. 407 

> Tyler, John, 511 


Valois, 418 

Van Buren, Martin, 510, 
Vandervelde. E., 446 
Van Tyne, C. H., 408 
Vasilieff, Prof., 345 

y W. A., 420, #., 


D11 


420-421, 


Veiller, Lawrence, 139 
Viles, Jonas, 631, p. 


Wadlin, H. G., 
Wagstaff, H. 
Walker, C. H.., 
Wallace,’ J. W. 316 

Walthall, D. 406 

Wanamaker, John, 167, 

Ward, L. F., 3% 

Ww arfield, G. A.., 

Warne, F. J. 

Watkins, WU. 

Watson, F., 

Watson, J. F., 113 

Webb, Beatrice, 423-424, b., 446. 
Webb, Sidney, 423-424, b., 446. 
Weller, C. F., 463 
Wells, E. H., 632, 
Wells, H. G., 424, 
Westcott, B. F., 12 
Wilcox, Delos F., : 
Wildman, M. 8., 4 
Wilkin, G. F., 
Willard, J. F., 
Willett, 


Williams, M. Mec. 

Williams, Roger, 37 

Williamson, Mrs. F. 
462 

Wiman, W. D., 652 
db. 


292, 


Winterer, 

Wood, Leonard, 

Wood, Stuart, 

Woodruff, C. R., 304, 422, n., 
638 

Woods, Robert A., 464 

Wheeler, B. I., 311 

Wheeler, Elizabeth C., 652 

White, Henry, 223-231, pap., 293 

White, R. L, 408 

White, W. H., 654 

Whitman, F. R., 409 


Whittelsey, Sarah S., 235-253, pap., 635, 


p. n. 

Whitten, R. H., 370-385, 
Woodward, George, 120 
Woodward, 8S. W., 462 
Worcester, D. C., 319 
Wortham, 575 
Wright, C. D., 
Wright, J. D., 
Wright, L. E., 319 


Yerkes, C. T., 362 
Young, A. A., 404, p. 
Young, J. T., 304, 438, 


a 


pap. 


455, 


652 


649 


Zeublin, Charles, 452 
Zimmerman, Li 


INDEX OF SUBJECTS. 


{N. B.—Titles of papers are printed in small capitals. ] 


American 
645-646 
‘Arnold's Expedition to Quebec,” by J. 
Codman 2d. note, 413 

Atlanta. National Conference of Chari- 
ties and Correction, 462 


Municipalities. League of, 


[671] 


Ballot Reform. 

Baltimore. 
462-463 

BANK DEPOSITORIES. THE INDEPENDENT 
TREASURY Vs.: A Stupy IN STATE FI 
NANCE. See Independent tcl 


Pennsylvania, 639-640 
Federation of Charities in, 


451, 453, 


oly 
4 
Sar > 
= 


lndex of Subjects 


BELGIUM, CHILD LABOR IN, See Child 
Labor. 
Books Received. List of, 445-446 
Boston. HOUSING CONDITION IN. 
Housing Problem. 
Buffalo. Labor Exhibit at the 
Exposition, The, 455 
UVENILE COURTS IN BUFFALO. 
Juvenile Courts. 


See 
Buffalo 


See 


California. Public Service Commission, 
645-644 
Charities. The Burke Foundation, 654- 
655 
Federation of Charities in Balti- 
more, 462-463 
Fifth Canadian Conference of Chari- 
ties and Correction, 648 
Finances of the Baron de Hirsch 
Fund, 653-654 
National Conference of Charities 
and Correction, 461-462 
Special inquiries by the New York 
State Board, 454 
CHICAGO. HOUSING PROBLEM IN. 
Housing Problem. 
PRESENT STREET RAILWAY 
TION IN, The. See Street 


See 


SITUA- 
Rail- 
way. 
CHILD LABOR PROBLEM. CHILD LABOR 
IN BELGIUM, 203-220. Statistics for 
the year 1896, 203-205; law of Decem- 
ber 13, 1889, 205-218; application of 
the law, 218-220 
CHILD LABOR IN THE DEPARTMENT 
Store, 167-177. Conditions of 
employment of children in the 
Wanamaker store, Philadelphia, 
¥ 167; number of boys and girls 
employed in this store, 167; 
rating cards, 168; instruction of 
- the children, 169-171; results of 
uf the system of instruction, 171- 
172; comparison of business edu- 
cation in the department store 
and in the schools, 173-176 
CHILD LABOR LEGISLATION, 155-164. 
Essential provisions of a_ child 
labor law, 155; child labor laws 
of Illinois and Indiana, 155-156. 
desirable exemptions the 
law, 156: provisions for enforce 
ment, 157: educational tests for 
employment, 159; hours of labor, 
160; night work of children, 161; 
classes of children not protected, 
162; administration of the law, 
162-164 
CHILD LABOR IN NEW JERSEY, 191- 
199. Incompleteness of official 
reports, 191; number of children 
in factories of New Jersey, 191; 
provisions of the New Jersey laws, 
192; report of British Parlia 
ment on dangerous trades and 
diseases of occupations, 193, 
wers of the New Jersey factory 
nspectors, 194; abuses connected 
with system of placing dependent 
children in private families, 194- 
196; detailed statistics of child 
labor in New Jersey, 196-199 
Children. International Congress on, 
647-648 
Cincinnati. 448-449 
 Civies. “The Teaching of History and 
Civics = oe Elementary and the 


Secondary School,” by H. E. Bourne, 
note, 412 
CIVIL GOVERNMENT, ESTABLISHMENT OF, 
IN THE PHILIPPINES, 313-327. Mili- 
tary régime follows American occupa 
tion, 313; the legal and constitutional 
status of a military government, 314- 
317; introduction of civil government, 
318-319; local and municipal govern- 
ment, 320-321; the new Philippine Act 
of July 1, 1902, 321; restrictions on 
corporate land holding, 323-325; com- 
— of Hawaiian, Porto Rican and 
*hilippine governments, 327 
Civil Service. In German colonies, 469- 
‘ 
College Settlements Association. Settle- 
ment Fellowships, 459 
Colonies. Colonies and Colonial Govern- 
ment, Notes on, 466-474; 657-666 
“Colonial Government,” by P. 8. 
Reinsch, review, 438 
Colonial civil service in 
colonies, 469-471 
Commercial Geography. “A Text-book 
of Commercial Geography,” by C. C. 
Adams, note, 410 
CONCILIATION AND 


German 


ARBITRATION, IN- 
DUSTRIAL, 21-26. Effective organiza- 
tion of labor and capital necessary, 
21; legislation in the several states, 
21-28; results of organization of bi- 
tuminous miners and operators, 23; 
purposes of the Civie Federation, 23- 
24; socialism can be checked by con- 
ciliation and arbitration, 25-26 

LIMITATIONS OF CONCILIATION AND 
ARBITRATION, 29-34. Joint bar 
gaining necessary, 31; strikes 
sometimes 31; arbitra- 
tion must be voluntary, 32-33 

Constitutional Virginia, 
644-645 

Constitutional Law. “The American 
Federal State,” by R. L. Ashley, note, 


Convention. 


“The Constitutional History of the 
United States,” by F. N. Thorpe, 
review, 441-444 

“Reconstruction and the Constitu- 
tion,” by J. W. Burgess, review, 
431-434 

“The Treaty-making Power of the 
United States,’ by C. H. Butler, 
review, 434-436 

CO-OPERATION OF LABOR AND 
See Labor and Capital. 

Criminology. “Die Schand-und Ehren- 
strafen in der Deutschen Rechts- 
pflege,” by R. Quanter, note, 420 

Cuba, 471-474 

CURRENCY OF THE PHILIPPINE ISLANDS, 
See Philippines. 


CAPITAL 


Death-Rate. 
Foundlings, 652 
Detroit. National Conference of Chari- 
ties and Correction, 461-462 : 
Disease. The Prevention of Tuberculosis, 
459-461: State Sanatoria, 461 
The Study and Treatment of Epi- 
lepsy, 456-457 


Economics. “Industrial Democracy,’ by 
S. and B. Webb, note, 423 
“Montesquieu économiste,” by 
Jaubert, note, 415 


Lower Death-rate for 


1 
» 7 an 
| 
' 
= 
re 
i 
4 
— 
- 
f 


Education. 


Factory 


F riars’ 


German Colonies, 


ELECTION 


England. 


Finance. 


‘France. 


Government. 


“Educated Working Women,” 
by C. E. Collet, review, 436-438 
Porto Rico, 657-663 
SYSTEM. THE 
MINNESOTA PRIMARY, 616-626. 
mary election law of 1899, 616; pri- 
mary election law of 1901, 617, 
analysis of vote — September 16, 
1902, 618-620; features of the law 
criticized, 621; character of candi- 
dates nominated, 622-623; activity 
of electioneering to secure nomina- 
tions, 624; the law probably will be 
amended, 625 
“The 
by L. 


TEST OF THE 


Pri- 


Italian Renaissance in 


England,” Einstein, note, 414 


LEGISLATION, NECESSITY FOR, 
IN THE SourH, 181-188. Opportuni 
of the South to control factory con 
tions, 182; actual earnings of children 
in Southern factories, 183; number of 
children employed, 184; prevalence of 
night work, 185; parents mainly re- 
sponsible for child labor, 186; illit- 
eracy in Southern States, 187 
TENDENCIES OF FacTrory LE&EGISLA- 
TION AND INSPEC TION IN THE 
UNITED STATES, Pres- 
ent factory laws “of “the United 
States, 235-237; historical de- 
velopment of those laws, 237-241; 
enforcement of inspection, 241- 
244; uniform labor legislation, 
244-250; constitutionality, 251; 
factory legislation made neces- 
sary by economic and_ social 
forces, 252 
“The Confederate 
America,”’ 


by C. 
439-441 
FINANCING OF THE SoutTH AFRICAN 
War, THE. See South African 
War. 
“Histoire de France 
Tol. 


States of 
Schwab, review, 


Origines jusqu’A la Révolutioni 
IV, by EF. Lavisse, note, 418 

The Parole System in France, 655 
, Lands in the Philippines, 466- 
69 


469-471 


pif Cuba by the United 


States, 471- 
“The Confederate States of 
America,” by J. Schwab, review, 
439-441 
“The Constitutional History of the 
United States.” by F. N. Thorpe, 
review, 441-444 
“Histoire de France depuis les Ori- 
gines jusqu,A la Révolution,”” Vol. 
V, by FE. Lavisse, note, 418 
“Homeric Society,” by A. G. Keller, 
note, 416 
“The Italian Renaissance in Eng- 
land,” by L. Einstein, note, 414 
“Montesquieu économiste,” by C. 
Jaubert, note, 415 
“Reconstruction and the Constitu- 
tion.” by J. W. Burgess, review, 
431-434 
“The Story of the Middle Ages,’ by 
S. B. Harding, note, 41! 
“Studies in History and Jurispru- 


| 


HOSPITAL 


H 


INDEPENDENT TREASURY VS 


are the College Settlements 


by J. Bryce, review, 429- ‘ 
B. 


dence,” 


“The True Aaron Burr,” 
Todd, note, 423 

“Aaron Burr, His Personal and 
Political Relations with Thomas 
Jefferson and Alexander Hamil- 
ton,”” by Isaac Jenkinson, note, 


by C. 


“The Teaching of History and Civics 
in the Elementary and the Sec- | 
ondary School,” by H. E. Bourne, 
note, 412 

ADMINISTRATION 

UNITED STATES, SOME UNSETTLED 

QUESTIONS IN, 328-355. The purely 

business side of hospital administra- 

tion, 328-329; state aid to hospitals, 

330-333, 353-355; dispensary service, 

335; lay vs. medical control of hos- 

pitals, 337-344; the hospital super- 

intendent, 345-349; medical schools 

from the patients’ point of view, 350- 

351; inspection of hospitals and pub- 

lie interest in hospitals, 351-353 

OUSING PROBLEM. HOUSING CONDI- 

TIONS IN BOSTON, 123-136. Popula- 

tion and number of dwellings, 123; 

facilities for suburban residents, 124; 

Boston Co-operaiive Building Com- 

pany, 125; plans of model houses, 
125-127; building laws of Boston, 
128 ; efforts of city to eliminate slums, 
131-134; powers of Board of Health, 
134; death-rate by wards, 135 
HOUSING PROBLEM IN CHICAGO, 99- 
107. Investigation made by City 
Homes Association, 99; tenement 
house density, 100; rents in Chi- 
cago, 101; objections to twenty- 
five foot lot, 102; industrial con- 
ditions of working men should be 
considered, 102-103 

HOUSING CONDITIONS IN JERSEY 
City, 139-149. The problem 
Jersey City, 139; investigation by 

Associa- 
tion, 140-142; information ascer- 
tained by this investigation, 142- 

146; methods of reform, 

TENEMENT HovUsE REGULATION : 

THE REASONS FOR IT: ITS PROPER 
LIMITATIONS, 83-95. The hous- 
ing problem in New York City, 83- 

is 86; tenement house defined, 86- 

 §7: the evolution of the tenement 
house, 87-88; details of the New 
York law, 89; limitations to tene- 
ment house reform, 91-95 

CERTAIN ASPECTS OF THE HOUSING 
PROBLEM IN PHILADELPHIA, 111- 
120. Work of Octavia Hill Asso- 
ciation, Ill.; number of dwellings 
in Philadelphia, density of popu- 
lation, average rents, 111-112: 


IN THE 


size of city blocks and types of Evi 


houses, 113-114; percentage of 
families living in tenement 
houses, 114: different classes of 
dwelling houses, 115-117: discus- 
sion of methods of reform, 
12 


BANK DeE- 
A SrTupY IN STATE 
— of Piest 


POSITORIES, THE: 
FINANCE, 571-601. 


147-149 


necessity for regulation, 85- 


118- 


4 
.™ 
ety 
P 
} 
“a ey 
4 
—— 
| 
= 
— 
| 
— 
3 
‘ 


Lndex of Subjects 


National Bank of Austin, Texas, Au- 
gust, 1901, 571; system of managing 
state funds prior to bank failure, 572- 
576; system since bank failure, 576- 
579; defects and possible remedies of 
present system, 579-583; the bank de- 
pository system, 584-594; table show- 
ing how public funds are managed in 
the several states, 595-601 

INDUSTRIAL CONCILIATION AND ARBITRA- 
TION. See Conciliation and Arbitra- 
tion. 

lowa. Care of Dipsomaniacs in, 653 

Italian Renaissance. ‘The Italian Re- 
naissance in England,” by L. Einstein, 
note, 414 


HOUSING CONDITIONS IN. 
Problem. 


Jersey CITY. 
See Housing 
JUVENILE CouRTS : JUVENILE COURTS IN 
BUFFALO, 279-285. New York law of 
May 1, 1901, 280; success of the ju- 
venile court in Buffalo due to Judge 
Murphy, 280; probation officers serve 
without salary, 280-281; results ac- 
complished by the Buffalo Juvenile 
Court, 281-283: merits of probation 
as a reformatory agency, 283-285 
JUVENILE CoUurRT IN PHILADELPHIA, 
Tue, 271-276. Pennsylvania law 
of 1901, 271: character of offend- 
ers dealt with by this law, 272: 
the punishment of delinquent boys 
and girls, 273-274: duties and 
activities of the probation officer, 
274-27 
PROBATION AND JUVENILE CoURTS, 
259-267. Probation is the most 
practical movement in_ reform, 
259: Illinois law of 1899, 259, 
robation laws of Pennsylvania, 
Massachusetts, Rhode Island, IIli- 
nois, Indiana, Minnesota, New 
Jersey, referred to, 260: pro- 
visions and workings of the New 
Jersey probation law, 260-265; 
danger of perfunctory work on 
part of probation officer, 266: ac- 
count of trial before a juvenile 
court. 266-267 


“Educated Working Women,” 
y BE. Collet, review, 436-438 
Exhibit at the Buffalo Exposition, 
455 
Forced Labor in German 
470-471 
MACHINERY 


Labor 
b 


colonies, 


AND LABOR, 223-231. 
Economic services rendered by 
machinery, 223-225: attitude of 
trades unions towards machinery, 
226-227: social benefits due to 
machinery, 227-228: restriction of 
output not beneficial to laborer, 
229: child labor usually accom- 


panies introduction of machinery, 


230 

Minneapolis Convention of Employ- 

ers and Employees, 648-652 
LABOR AND CAPITAL, CO-OPERATION OF, 
45-58. Part taken by labor and capital 
in production, 45-46: conflicts of labor 
and capital. 47: Stove Defense Asso- 
ciation, 47: National Founders’ Asso- 
ciation described, 48-49: Agreements 
between National Founders’ Associa- 


tion and Iron Molders’ Union, 54; re- 
sults accomplished by conference and 
conciliation, 55-56; obligations of em- 
ployer and employee, 56-58 
ORGANIZING LABOR AND CAPITAL BY 
MEANS OF INDUSTRIAL PARTNER- 
SHIP, 61-77. Present wage sys- 
tem satisfactory, 61; beneficial 
results of profit sharing, 62; 
methods of profit sharing, 63-65: 
paternalism to be avoided, 64; 
principles to be observed in re- 
forming relations of labor anda 
eapital, 66; granting of deferred 
stock debentures to employees, 
68-70: plan of deferred stock de- 
- described and advocated, 
LEGISLATION. MUNICIPAL AND POLITI- 
CAL, IN 1901, 370-385. New constitu- 
tions, 370 ; constitutional amendments, 
371; state boards and commissions, 
371; uniform legislation, 372; publica- 
tion of session laws, 373; direct legis- 
lation, 374; restrictions on legislative 
power, 375-376; bill drafting, 377; 
direct vote for United States senator, 
377; suffrage, 378: registry, 378: 
voting machines, 379; corrupt prac- 
tices, 379: political parties, 379-380 ; 
fusion, 380; primary elections, 380; 
test of party allegiance, 380-381; di- 
rect nominations, 381; mounted police, 
382; municipal home rule, 383; fran- 
chises, 384; municipal ownership. 384 ; 
parks, 385; art commission, 385 
LIMITATIONS OF CONCILIATION AND AR- 
BITRATION. See CONCILIATION AND 
ARBITRATION. 


Massachusetts. Civic League, 454-455 
MINNESOTA. THE TEST OF THE MINNE- 
SOTA PRIMARY ELECTION SYSTEM. See 
Election System. 
Minneapolis. Convention of 
ployers and Employees, 6 
Police Seandal, 449-450; Primary 
Election, 450 
Municipal Government. 
453: 637-646 
“Municipal Engineering and Sani- 
tation,” by M. N. Baker, review, 


Notes on, 44T- 


27-42 

Municipal League. National, 452- 
453 

MUNICIPAL AND POLITICAL LEGIS- 


LATION, in 1901. See Legislation. 
Municipalities. League of American, 
645-646 


BANK, RESPONSIBILITY OF 
THE, IN THE PRESENT CRISIS, 475- 
492. Conditions out of which the 
National Bank rose, 476; provisions 
of National Bank Act, 476-477: de- 
fects of the system, 478-480; how the 
reserve is diverted, 480; why reserves 
may not be had when needed, 481-483 ; 
legitimate business made to suffer 
from speculation, 483: present New 
York situation, 484-486: attitude ot 
government toward reserve. 486-488 ; 
disturbances due to withdrawals of 
individual depositors, 488: how to 
remedy present weakness of banking 
488-492 
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NATIONAL CIVIC FEDERATION, RESULTS 
ACCOMPLISHED BY THE INDUSTRIAL 
DEPARTMENT, 37-42. Composition of 
the Industrial Department, 37; by- 
laws of the Federation, 38; work of 
the Industrial Department, 40; effi- 
ciency of federation depends upon pub- 
lic opinion, 41-42. 

Nature Study. “Our National Parks,” 
by J. Muir, note, 419 

NECESSITY FOR FACTORY LEGISLATION IN 
THE SourH. See Factory Legislation, 

New Jersey, CHILD LABOR IN. See 
Child Labor. 

New York. The City Record, 447-448 

Pension System for Street Railway 
Employees, 456 

 $pecial Inquiries by the New York 

 $tate Board, 454 
«Statistical Work of the Tenement 
House Department, 637-638 


Orange, N. J. Civics Club, 450-451 

ORGANIZING LABOR AND CAPITAL BY 
MEANS OF INDUSTRIAL PARTNERSHIP. 
See Labor and Capital. 


PARTIES, POLITICAL, IN THE PHILIP- 
PINES, 307-312. Philippine races and 
religion, 307; general customs of the 
Filipinos, 308; the federal party, its 
origin and organization, 308-309; 
friendliness to the United States and 
desire for establishment of peace, 310; 
conservative party, its Spanish sym- 
= me 311: the notion of individual 
iberty not familiar to Filipinos, 311: 
recommendations of Commission for 
establishment of new government, 
812: recent elections and their results, 
312 

Pennsylvania. Ballot Reform. 639-640 

County Primary Election, 640-643 
Personal Registration in Municipall- 
ties, 638-639 

Penology. “Die Schand-und Fhren- 
strafen in der Deutschen Rechtspflege.” 
by R. Quanter, note, 420 

Special Inquiries by the Elmira Re- 
formatory, 455 

Pension System. For Street Railway 
Employees, 456 

PHILADELPHIA, CERTAIN ASPECTS OF 
THE HOUSING PROBLEM IN. See 
Housing Problem. 

The Juvenile Court in Philadelphia. 
See Juvenile Court. 

Philanthropy, Charities and Social Prob- 

lems, Notes on, 454-465: 647-656 
Summer School in Philanthropic 
Work, 463-465 

PHILIPPINES. THE 
PHILIPPINE ISLANDS, 
rency conditions in the Philippines 
under Spanish government, 518: ac- 
tion taken by Philippine Commission, 
519; effect on Philippine currency by 
American operations in China, 1900, 
519-520; report of Philippine Com- 
mission for 1900 to Secretary of War. 
521: objections to introduction of 
American currency in Philippines, 
522: Mr. Conant’s Investigation, 523: 
currency plan recommended by Philip- 
p'ne Commission, 1901, 524: approval 
of plan by Secretary of War. 525: 
action of Senate and House of Rep- 


CURRENCY OF THE 
518-533. Cur- 


resentatives, 526-532; commerce and 
currency of the Philippines, 528-529 
POLITICAL PARTIES IN THE PHILIP- 
PINES. See Parties. 
ESTABLISHMENT OF CIVIL GOVERN- 
MENT IN THE PHILIPPINES. See 
Civil Government. 
Philippines, 466-469 
Philosophy. “History of Rationalism,” 
by J. F. Hurst, note, 415 
Politics. “Les Problémes du XXe sie- 
cle,” by G. de Molinari, note, 418 
“Pennsylvania Politics,” by M. 8. 
Quay, note, 422 
POLITICAL AND MUNICIPAL LEGISLATION 
IN 1901. See Legislation. 
Political Science. “Colonial Gevern- 
ment,” by P. 8S. Reinsch, review, 438 
“The Confederate States of Amer- 
ica,” by J. C. Schwab, review, 
439-441 
“Democracy and Social Ethics,’ by 
J. Addams, review, 424-427 
“Municipal Engineering and Sani- 
tation,” by M. N. Baker, review, 
427-429 
“Reconstruction and the Constitu- 
tion,” by J. W. Burgess, review, 
431-434 
“Studies in History and Jurispru- 
dence,” by J. Bryce, review, 429- 


43 
“The Treaty-making Power of the 
United States,” by C. Butler, 
review, 434-436 
Porto Rico, 657-666 
PRICES. TRUSTS AND. See Trusts. 
PRIMARY LAWS OF SOCIAL EVOLUTION, 
THE THREE. See Social Evolution. 
Prison. The First Russian Prison Con- 
gress, 655-656 
The International Prison Commis- 
sion, 656 
Prison Association, 
PROMOTER, THE WORK OF THR, 559-570. 
Opportunities for production, 559; tne 
two classes of investors, 560; tech- 
nical aspects of promotion, 561-562; 
financial aspects of promotion. 563; 
methods of the promoter. 563-565: the 
profits of promotion, 566; the service 
of the promoter, 567-570 
Public Works. Porto Rico, 663-666 


457- 


Quebec. “Arnold's Expedition to Que. 
bec,”” by J. Codman, 2d, note, 413 


Rationalism. 
by J. F. 
Religion. 


“History of Rationalism,” 
Hurst, note, 415 
“Les Maladies du 

Religieux.” by E. Murisier, note, 420 
RESPONSIBILITY OF THE NATIONAL BANK 


Sentiment 


IN THE PRESENT CRISIS. See National 
Bank. 

RESULTS ACCOMPLISHED BY THE INDUS- 
TRIAL DEPARTMENT, NATIONAL CIVIC 
FEDERATION. See National Civic Fed- 
eration. 

Roman Catholic Orders and Their Lands 
in the Philippines, 466-469 

Roman Political Institutions. “A His- 
tory and Description of Roman _ Po- 
litical Institutions,” by F. F. Abbott, 
note, 410 

Schools. Porto Rico, 657-663 
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STREET RAILWAY. THE PRESENT STREET 
RAILWAY SITUATION IN CHICAGO, 356- 
369. The various companies and their 


“A Sketch of Semitic | 
y G. A. Barton, note, 411 
“Antisemitismo e Semitismo 


Semitic Origins. 


| Origins,” 
 Semitism. 


nell’ Italia politica moderna,” 
Righini, note, 422 

SocraAL EFFECTS OF TRANSPORTATION. 
See Transportation. 

SocIAL EVOLUTION, THE THREE PRIMARY 
LAWS OF, 386-400. Historical and de- 
ductive schools of social study and 
their limitations, 386-387; Darwin's 
theory of evolution accepted by his- 
torical school, 388; error of historica) 
school in assuming universal theory 
of progress from particular stages of 
development, 387; understanding of 
laws of rent, wages and profits neces- 
sary to comprehension of social evolu- 
tion in general, 387-388; social prog- 
ress dependent upon pressure from 
below as well as pressure from above, 
389-391 ; Darwin’s and Lamarck’s the- 
ories of evolution, 391; Darwin's 
“survival of fittest’’ only true of early 
stages of social evolution, 392; laws 
of decreasing returns and increasing 
returns applied to earlier and later 
stages of social evolution, 398-399: 
the law of constant returns, 399-400 

Social Hygiene. “L’Hygiéne sociale,” by 
Ef. Duclaux, note, 413 

Socialism. “Le Socialisme contempo- 
rain,” by A. Winterer, note, 424 

Sociology. “Anticipations of the Re- 
action of Mechanical and Scientific 
Progress upon Human Life and 
Thought,” by H. G. Wells, note, 424 

“Democracy and Social Ethics,” by 
J. Addams, review, 424-427 

“Educated Working Women,” by C. 
E. Collet, review, 436-438 

“Homeric Society,” by A. G. Kel- 
ler, note, 416 

“Industrial Democracy,” by 
B. Webb, note, 423 

“The Level of Social Motion,” 
M. A. Lane, note, 417 

“Les Problémes du XXe sifcle,”” by 
G. de Molinari, note, 418 

“Le Socialisme contemporain,” by 
A. Winterer, note, 424 

Some UNSETTLED QUESTIONS Hos- 
PITAL ADMINISTRATION IN THE UNITED 
States. See Hospital Administration. 

SovTH AFRICAN WAR, THE FINANCING OF 
THE, 534-558. Early loans, 534; in- 
crease in taxes, 535; estimates for 
1900-01, 536; financial statemenr, 
1900-01, 537; budget for 1901-02 
537-539; financial statement for 1901- 
02, 539-540; estimates for 1902-03, 
541-542; the war taxes, 542-F47; 
government borrowing, 547-550; de- 
tails of war loans, 551: prices of con 
sols at selected dates, 551-553: sum- 
mary of cost of war, and provisions 
to meet it, 553-556 


by E. 


lines in Chicago, 356-357; history of 
the merger of traction interests, 358- 
363; watered stock in the new cor- 
porations, 363 ; the committee on local 
transportation, 364-367; popular vote 
on municipal ownership, 368-369; 
recommendations of committee on lo- 
cal transportation, 369 


TENDENCIES OF FAacToRY LEGISLATION 
AND INSPECTION IN THE UNITED 
STaTes. See Factory Legislation. 

Tenement House Department.  Statis- 
tical Work of, of Greater New York, 
637-638 

TENEMENT House REGULATION: THB 
REASONS FoR It: ITS PROPER LIMI- 
TATIONS. See Housing Problem. 

Tenements. Model. 652 

TEXAS. THE INDEPENDENT TREASURY VS. 
BANK Deposirories. See Independ- 
ent Treasury. 

TRANSPORTATION, SOCIAL EFFECTS OF, 1- 
15. Stages of evolution by means of — 
transportation, 1-5; social effects of 
substitution of mechanical for animal 
traction, 5-6; influence of cheap and 
rapid transportation, 7-11; industrial 
competition immeasurably increaséd, 
12-13; the restriction of competition 
a necessity, 14-15 

TREASURY. Is THE UNITED STATES 
TREASURY RESPONSIBLE FOR THE PRES- 
ENT MONETARY DISTURBANCE? See 
United States Treasury. 

TRUSTS AND Prices, 602-615. Industrial 
combinations secure raw materials 
cheaper than their competitors, 602; 
figures concerning prices of ofl ana- 
lyzed, 603-609; analysis of influence 
of trusts upon prices, 609; examina- 
tion of refined petroleum oil prices, 
610-613 ; summary, 614-615 


UNITED STATES TREASURY. Is THE 
UNITED STATES TREASURY RESPON 
SIBLE FOR THE PRESENT MONETARY 
DISTURBANCE, 493-517. Current opin- 
ions concerning relation of Treasury 
to monetary conditions, 493-494; 
amount of government horde, 494- 
496; is the gold in the Treasurv un- 
used, 496-499; has the circulating 
medium of the United States been 
reduced, 499-501; present malady of © 
the financial world, 502-505; effective- 
ness of proposed remedies, 505-507; 
the government and credit money, 507- 
511: cost to the banks by abolition 
of Sub-Treasury, 512-514: demands 
of the present situation, 514-517 

Virginia. Constitutional Convention, 

644-645 


WorK OF THE PROMOTER, THE. See Pro- 
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